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NOTICE TO READERS: 


Due to customer demand, FBIS plans to begin publishing statistical 
material from Russia and other independent states of the former Soviet 
Union in the FBIS Daily Report: Central Eurasia (FBIS-SOV series) as a 
weekly Supplement titled “Economic Review.” Statistical material now 
appearing in the FBIS Report: Central Eurasia (FBIS-USR series), which 
has a smaller circulation, will temporarily be double-published tn both 
reports through 28 September. Economic material which refers to policy 
issues rather than statistics will continue to be published in the FBIS- 
USR series, pending further review. 


New customers should subscribe to the FBIS Daily Report: Central 
Eurasia (FBIS-SOV series) to obtain the weekly Central kurasia 
Economic Review in the future. Currently Datly Report customers will 
receive this Supplement automatically. 








This report contains information which is or may be copyrighted in a 
number of countries. Therefore, copying and/or further dissemination of 
the report is expressly prohibited without obtaining the permission of 
the copyright owner(s). 
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Joint CIS Railway Containers Operations Viewed 


9S4E0001A Moscow ZHELEZNODOROZHNYY 
TRANSPORT in Russian No 6, Jun 94 pp 6-14 


Article by L.N. Matyushin, candidate in Technical Sci- 
ences: “Joint Container Operation in the CIS" ] 


[FBIS Translated Text] By the beginning of the 1990's, 
the domestic container-transport system was a quite pow- 
erful and well-developed service, with a large inventoried 
park of containers with a gross weight of 3, 5 and 20 (24) 
tonnes. About 25,000 container-carrying railcars, refitted 
from old rolling stock, and 32,000 specially fitted fMlatcars 
have been used to transport them. There are over 1,400 
station container platforms, including over 200 for pro- 
cessing large containers. A powerful repair base has been 
set up in Russia, Byelarus, Uzbekistan and other regions 
to repair and maintain containers, including specialized 
enterprises—plants to repair large containers. Plants in 
Russia and Ukraine have mastered the output of tens of 
thousands of medium and large containers a year. The 
container-freight transport volume was also considerable 
during this period. In 1990, the average daily load was 
over 15,000 containers, including 2,500 large containers. 


Essentially, the entire material base of the container 
system, primarily containers and railcars to transport 
them, was the property of the state, according to the 
plans and assignments of ‘vhich transport was carried 
out which ensured the functioning of large regions and 
the most important sectors of the economy, as well as 
foreign trade relations The railroad workers also main- 
tained the high technical readiness of the attached con- 
tainer park. The efficient operating system and recording 
of the circulation and availability of the container park 
which the sector created completely satisfied the 
demands of the unified transport conveyor that was the 
railroad network of the former USSR. 


The Principles of Dividing Up the Parks 


As a result of the break-up of the Soviet Union, the 
Russian railroad area was separated out and the rail- 
roads of the independent states were organized. This 
made it necessary to work out the principles of joint use 
of the container park. To solve all the problems entailed 
in this, a work group attached to the Board of Directors 
of the Council on CIS Railroad Transport considered 
two variants of joint container use. According to the first 
one, the container park was not to be divided up, but to 
remain unified collective property. At the same time, it 
was necessary to determine the pre-arranged quota of 
property for each state, and on this basis, to specify the 
appropriate dues to the centralized fund from which it 
was assumed that container repair would be financed, 
regardless of the location of the repair enterprise. Plan- 
ning of repair was also to be centralized. In the second 
variant, the entire park of containers would be divided 
up among all the states for which quotas had been 
established. According to them, part of the park would 
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be transferred to the ownership of each state, which also 
bore responsibility for the repair of “its’ containers. 


The first variant provided a relatively simple solution of 
the problem of restoring containers for states which did 
not have their own repair base, particularly for large 
containers. The second variant provided for the possi- 
bility of concluding bilateral agreements on repair, with 
the appropriate payment. Neither the one nor the ovher 
variant, however, eliminated the existing shortcomings 
in circulating the containers, particularly with respect to 
recording them. 


In the first case, difficulties arose in joint financing of the 
repair of the containers which essentially remained unsu- 
pervised by the owner, in developing the repair base, 
paying for the work of repairmen in different regions, 
etc. Carrying out the second variant was complicated by 
the need to work out a mechanism to protect and 
compensate the container owners when they were 
working with a park lower than the established level (in 
the first variant, this compensation was in general not 
stipulated). 


At the suggestion of Ukrainian railroad specialists, after 
the appropriate consultations, 1t was decided to divide 
up the park by shares, which under certain conditions 
did not eliminate the possibility of organizing the repair 
of containers in accordance with the first variant. The 
containers acquire owners, which essentially means tran- 
sition to completely new principles for their operation on 
the entire space of the railroads of the former USSR, and 
also within the framework of each region. Study of the 
tasks involved in this was entrusted to VNIIZhT [AIl- 
Union Railroad Transport Scientific Research Institute], 
with specialists drawn in from the roads of the CIS and 
Baltic countries. The prospect was in store of deter- 
mining the initial basis for dividing up the containers, 
working out the methodology and making up I1sts of the 
containers which were the property of each state. 


In contrast to the railcar fleet, the report data on the 
work of the network in 1991 were taken as the basis for 
the containers. In this case, the existence, in the working 
(and general) park, of containers belonging to various 
departments, other states and private companies pre- 
sented a certain difficulty. It seemed impossible to single 
out the containers that were the exclusive property of the 
former USSR MPS. The concept was therefore intro- 
duced of an operating park, which would consist of the 
total average daily availability of containers on the road 
network, regardless of to whom they belonged, and 
provided for the use of the proportions established for 
this park for dividing up according to actual location, on 
the basis of which the right to ownership by each state of 
MPS containers would also be determined. 


In accordance with the report on Form KEO-4, the total of 
available containers is made up of four categories: the 
working park, defective, reserve and exchange parks. In 
connection with this, in 1991 the containers were inven- 
toried in conventional (first quarter), and then in physical 
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units, and all the calculations were made in conventional 
computation. Since the medium-size containers were 
counted without dividing up by gross weight, their total 
number, according to the results of the inventory, was 
divided up by types into three- and five-tonne containers, 
according to the shares of the network ratio in the park, 
0.481 and 0.519. At the same time, these ratios proved to 
be different in the inventoried park of containers owned by 
the MPS, and as a result, the total share of each state in the 
inventoried park of containers of the former USSR MPS 
differed from its amount in the operating park of con- 
tainers for 1991. This did not affect the distribution by 
types of containers, however. For each state, the share of 
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ownership of containers by each type (large and medium, 
without division by gross weight) was determined in two 
Stages. 


First, calculations were made for railroad regions, for 
example, the Baltic roads, which combined the former 
mainlines of Lithuania, Latvia and Estonia, as well as 
Kaliningrad Oblast in Russia. After that, the results were 
obtained in accordance with the change in boundaries of 
the railroads in 1991-1992, corrections were made 
within each region, and the share of the park determined 
by independent states (Table 1). In this case, respectively 
61.73 percent large and 69.39 percent medium-size con- 
tainers went to the railroads of Russia. 

















a Table 1 
Railroads of the states (regions) Total shares of regions, % Shares of states, % 
‘ + \ 4 
| total including total | including 
| r - 
| | | large medium large medium 
Azerbaijan Republic 1.45 | 147 | 153 145 14 143 
Latvian Republic | | 81 090 73 
{ 
Lithuanian Republic | 107 1 80 (47 
. 4 | } 
Estonian Republic 0.49 ) 4) () 48 
- = - - - —- a 4 - “ . 
Russian Federation (Kaliningrad 2.50 3.4) | 165 0.23 | 0W 17 
Railroad) | | 
a : + . — : t — — ; . 
Russian Federation (not counting 64 76 | 60.08 69.17 64 7h 60 08 69 17 
Kaliningrad Railroad) | | 
pinnacle | ' 
Russian Federation (part of the 0.68 135 0.05 
Southern Railroad within the frame- 
work of the U SSR network) 
mae - } 
Total for Russian Federation 65 67 | 61.73 69 49 
Ukraine (not counting part of the 13.82 1418 13.48 13 14 12.83 1343 
Southern Railroad) 
Republic of Byelarus 2.73 3846 | 167 2.73 | 386 167 
———— —_— - 4 - - + - - - 
Republic of Moldova. 2.09 464 0.62 2.09 364 0 62 
Republic of Armenia | | 0 60 0.53 66 
Republic of Georgia 1.46 1 $2 1 40) () 86 0.99 (74 
Republic of Kazakhstan | 494 5 44 | 4.47 477 531 427 
a ~~ --- - + - ; 
Republic of f Kyrgyzstan | | 0 17 013 0 20 
— — —- — ———— —— —_ 4 one 
Republic of Tajikistan | | 0. 40 0 40 0) 35 
———— — ——— —— _ —E ——-—- + — — _——- ee ee _ —_—-— a 
Republic of Turkmenistan | 6.25 6 50 6.0) 118 | 1 20 1.10 
Republic of | l Irhekistan | 467 40) 456 














The lists of the strictly divided-up park were also formal- 
ized in several stages. In the first stage, the RF MPS 
GVTs [Russian Federation Ministry of Railways Main 
Computer Center] for the first time in practical work 
with containers, on the basis of the data from the road 
books, Form VU-63k, set up a machine card-index park. 
Each road transferred the data on the inventoried con- 
tainers, according to the model established, onto a mag- 
netic recording medium, which was then transmitted to 
the GVTs. In so-doing, the type of container, gross 
weight, plant number and year of construction were 


recorded. In turn, the GVTs MPS summarized all the 
railroad data and divided the containers up by numbers 
among all the states, in consideration of the following 
special features. Large containers were to be divided up 
(without details on the gross weight for 20 and 24 
tonnes), and also medium containers, with details on the 
containers of 3 and 5 tonnes gross weight. Moreover, in 
this case, each group of medium containers was divided 
in the same ratio, since the total share was established for 
medium containers (see Table 1). In addition, the con- 
struction year of the container was recorded. 
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The large container park was therefore divided up 
accor ng to the system: from the general list of machine 
card-files, they selected containers of the same construc- 
tion year and distributed them among the states 
according to the share approved for ownership. Before 
this, however, all the containers were divided into two 
groups: confirmed and unconfirmed by the 1990 inven- 
tory. Moreover, absence from the inventory does not 
designate the complete loss of these containers, since 
some of them were at the disposal of the river and 
maritime shipping companies during this time. By- 
number lists of containers were transmitted on magnetic 
recording media to each railroad administration. 


Because of the fact that the circulation of containers on 
the road network of the CIS and the Baltic states should 
be carried out on the basis of the self-regulation prin- 
ciple, in solving the problems of dividing up the park, no 
stipulation was made of their compulsory relocation. To 
stimulate efficient use of the containers, however, eco- 
nomic responsibility for maintaining a park above the 
established norms was proposed. By-number division of 
the containers in a new interstate mechanism for joint 
use of the already divided-up container park (as part of 
the operating park) was a very important measure for 
improving its use, even before the setting up of a general 
system of number registration, and above all, when 
transferring containers according to interstate junction 
points. This procedure makes possible clear-cut deter .ni- 
nation of responsibility for the good condition of the 
containers, and thus contributes to prolonging their 
operating life. For example, with the aid of the number 
catalog, the Board of Directors of the Council had 
established, by March 1993, the owners of the containers 
which needed capital repair according to period or 
technical maintenance. 


Container Usage, Service and Repair 


The dividing up of the containers should be supported by 
the creation of an effective mechanism for their use. The 
basic points of it are contained in the Agreement on 
Principles for Joint Use of Multi-Purpose Containers in 
Interstate Service, which was prepared by VNIIZhT and 
a group of experts from the railroad administrations of 
the member-states and approved at a meeting of the 
Council on Railroad Transport. The Agreement applies 
to multi-purpose containers of standard type-sizes, with 
a gross weight of 3, 5, 20 and 24 tonnes. Its effect 1s 
calculated for the transitional period, which, in turn, 1s 
determined by the existence of the container park for- 
merly owned by the USSR MPS, divided up and con- 
verted into the independent states’ own container parks. 


At the same time, the points of the Agreement cover not 
only the containers of the divided-up park, but also all 
multi-purpose containers, including those belonging to 
industrial enterprises, other organizations and depart- 
ments and also third countries, when they are used in 
interstate railroad service on the entire expanse of the 
railroads, which, together with the containers of the 
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divided-up park, constitute the operating park for joint 
use. At the end of the transitional period, when a general 
system Of by-number registration of the containers of the 
States participating in the Agreement 1s set up and their 
own parks (of a new generation) have been accumulated 
in sufficient quantity, the conditions will appear for 
transition to new bilateral or multilateral organizational, 
legal and economic interrelations between the states 
owning the container parks 


Joint use of the container (operating) park lies in having 
the railroads of the member states maintain the existing 
system of work with multi-purpose containers on the 
basis of the unified plan for organizing the accounting 
indicators, the Regulations for Freight Transport, the 
technical conditions for loading and securing freight, the 
International Convention on Container Safety, the Reg- 
ulations for Commercial Inspection of Trains and Rail- 
cars, and also the procedure for directing container flows 
which ensure the efficient performance of freight trans- 
port. The railroads will continue the present system of 
Statistical accounting and reporting on the work and use 
of the container park 


Information on the sizes of the divided-up container 
park of the railroads of the Agreement member-states 
should be concentrated at the RF MPS Main Computer 
Center. For this, the railroad administrations must reg- 
ularly report on number changes in the container parks, 
including the numbers of containers lost and eliminated 
from the inventory because of technical condition, 


The appropriate stations for receiving and turning over 
containers and for technical and commercial exterior 
inspections are determined by bilateral agreements. The 
procedure for transferring containers and formalizing 
documents should be established by a separate statute, 
which 1s also approved by the Council on Ratlroad 
Transport. Until the new forms are drawn up, it 1s 
accepted that the transfer of trains (including container 
trains) should be carried out according to the schedule of 
the train, Form DU-1, with additions on the reverse side 
the signatures of the receiving and turning-over agents of 
the railroads of the Agreement member-states, and their 
stamps. At the same time, it should be noted that the 
majority of the stations assigned for this work are 
ordinary transit points, not yet fully adapted for these 
operations, particularly with containers which have com- 
mercial or technical defects. 


The section of the Agreement on technical service and 
repair 18 important. It specifies ensuring the good 
working condition of the containers in the transitional 
period by means of a system, unified for all the states, of 
technical service and repair of multi-purpose containers 
Moreover, at this time, the requirements for normative- 
technical documentation, Regulations, Instructions, 
Orders and Directions, earlier published by the USSR 
MPS, are to remain in force. 


Technical service, routine and planned routine repair of 
containers should be performed by the forces and 
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resources of the railroad administrations of the user- 
states, on the territories of which the need has arisen to 
carry them out. In turn, capital repair of a container of 
the divided-up park is to be done by the forces and 
resources of the owner-states, so as to ensure its safe 
operation up to the next capital repair, on condition that 
the established rules for technical operation are 
observed. If the railroad administration of the owner- 
State does not have the necessary repair capacities, it 
ensures the established amount of container repair on 
the basis of direct contracts. 


Containers sent for capital repair should be transferred 
to the railroad of the owner-state no later than the expiry 
of the period for the next capital repair. The sending of 
containers which require capital repair or are subject to 
elimination from the inventory should be carried out by 
formalizing the notification, Form VU-23k, attached to 
the transport documents, with no tariff payment exacted 
for transport. These containers are received and turned 
over at the transfer stations without impediment. 
Damage of containers which 1s revealed at the transfer 
stations should be eliminated by the forces and resources 
of the railroad administration of the surrendering party. 


A container is considered to be lost if has not been 
transferred to the owner-state in the course of one year 
after the expiry of the period for the next capital repair. 
Loss of the containers of the divided-up park resulting 
from wrecks, accidents and natural phenomena is made 
up to the railroad administration of the user-state in 
physical or value terms. The railroad administration of 
the container’s owner-state determines the form of com- 
pensation. In addition, the container can be eliminated 
from the inventoried park only on the owner-state’s 
decision. If containers are written off on the territory of 
the user-state, the appropriate written statements should 
be sent to the owner-state’s railroad, which makes the 
decision. Information on the loss and writing off of 
containers, as well as on their acquisition, 1s included in 
the information on changes in the divided-up park. 
which 1s concentrated at the RF MPS GVTs and 1s the 
basis for a re-count of the proportions of the park. 


Accounting and Payment for Using Containers 


The principle of clearing accounts for exceeding the 
established quota for a container park is particularly 
important. The containers are regulated by the Rules for 
Clearing Accounts for the Use of Multi-Purpose Con- 
tainers in Interstate Service, which were drawn up by 
VNIIZhT and a group of experts from the railroad 
administrations, and approved by the Council on Rail- 
road Transport. In this case, the balance method of 
accounting for the total availability of containers on 
railroads is accepted as the basis for the transitional 
period, and is carried out according to monthly report, 
Form KEO-4. There is no other report right now, and 
drawing up a new one will take time, during which it will 
be impossible to have as a basis the principles contained 
in the Agreement. In this case, however, the park of 
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containers (general availability on the average for the 
month) will not be constant, due to the multitude of 
foreign and internal junctions of virtually every state, 
through which an uneven exchange of containers also 
takes place, with their corresponding elimination from 
those generally available. It was therefore recognized as 
expedient, for knowledge of the balance in clearing 
operations, to establish for each state a floating or 
varying quota, which 1s taken into consideration 
according to the results of the work for the month, on the 
basis of the Cuouncil-approved proportions for the right 
of ownership (see Table 1) for each type of container. 


As a basis for the possibility of using the floating quota, 
VNIIZhT, on the instructions of the experts of a work 
subgroup for containers, made two types of calculations. 
The first was related to an analysis of the moathly 
deviations of the general availability of containers on the 
network according to the data of the report on Form 
KEQO-4 for the CIS as a whole and individually for the 
railroads of Russia. It showed that the fluctuation in the 
park, 1.e., the deviations of the general availability from 
the average daily value on the whole for the network 
from month to month, are negligible. The maximum 
deviation was in 1992—2.7 percent, including 2.9 per- 
cent for medium containers and 1.8 percent for large 
ones. The fluctuation in general availability of con- 
tainers for Russia's railroads 1s of a similar nature: for 
large contamners—2.75 percent, medium—3.2 percent, 
general availability—2.44 percent. At the same time, 
since 1992, the large container park has been more stable 
than the medium container park for both the network 
and for Russia. 


The second calculation was made for exchanging con- 
tainers between Russian ports and stations, to evaluate 
the imbalanced part of their park, particularly according 
to the results of the network operation in 1991, which 
were accepted as the basis when determining the owner- 
ship shares, and also in 1992. Our railroads needed this 
because the overwhelming number of transshipment 
points for water types of transport are located in Russia 
Checks therefore had to be made of the version which 
took into account the considerable volumes of con- 
tainers accumulated at the transshipment points of Mur- 
mansk, Arkhangelsk, St. Petersburg, Pechora, Kotlas, 
Tyumen, Omsk, Novosibirsk, Tomsk, Krasnoyarsk, 
Osetrovo, Blagoveshchensk, Khabarovsk, Vanino, 
Vladivostok, Nakhodka and Vostochnyy. The reports 
were correlated in this form: containers received from 
the port, turned over to the port, number of MPS 
containers left the other side of the port after the 
navigation season closed. 


An analysis of the data obtained for Russian railroads 
showed that with respect to medium containers, in 199] 
when the dividing up of the park was in process, the 
railroads owed maritime and river ports, on the whole 
for the year, over 36,500 “physical” containers, or 
55,500 conventional units i: estimated calculation. In 
1992, the picture was similar, but the ports began to owe 
the stations large containers. 
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An analysis of the dynamics of container exchange shows 
that on the whole for small ports, the main exchange 
occurs in the summer (warm) months of the year, and 
moreover they are returned with approximately a 
month’s lag. For large river and seaports, there is no 
interruption in the exchange process. There is, however, 
intensive exchange in the navigation period. Containers 
are also returned with a certain delay, after one- 
and-a-half months. On the whole the calculations made 
showed that the average daily fluctuations in the con- 
tainer parks in a month are negligible and, consequently, 
their effect on the transfer to river transport is not great. 


The Russian railroads’ debt to the ports with respect to 
medium containers should be considered on the basis 
of the fact that they were in general use by all the 
Agreement member-states. The debt of the ports with 
respect to large containers must not be considered a 
decisive factor (in all, not over 0.2 percent of the total 
park) in the dividing up of the containers, especially 
since not one of the states, including Russia, can gain 
any real advantage from this. It is therefore completely 
justified to use the report of Form KEO-4 in the 
transitional period, with its ten-day-period presenta- 
tion for an operative evaluation of the situation that 
has formed. 
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It has been specified that exceeding the quota be paid 
for, for each container day, in accordance with the 
calculated rates, approved by the Council. The rate 1s 
determined as the average between its minimum and 
maximum values. Here, the maximum 1s established on 
the basis of the Council-approved rate of payment for 
the appropriate railcar tak ing part in the transport of a 
given type of container, which 1s divided by the average 
number of containers located on a railcar of the appro- 
priate type, in accordance with the Technical Conditions 
for Loading and Securing Freight. The calculation was 
made roughly for a gondola-container-carner with an 
average set of nine medium containers and for a flat-car 
container-carrier with two large containers. 


The minimum rates were calculated (similar to the rates 
for using the car) for carriage charges for an average 
loaded run and for turnaround (43.3 days—medium, 
and 47.8—large), with the appropriate coefficients intro- 
duced. The original data were taken according to the 
results of the network's work in 1992: the average loaded 
run for medium containers, without dividing up 
according to gross weight, was 2.300 km, and for large— 
3,398 km. The average tariff payment for containers 
(according to the tariffs up to | June 1993) for medium 
containers was 16,066 rubles, and for large ones—92,059 
rubles. The maximum and minimum rates are shown tn 
Table 2. The rates for a container day are approved on 
the basis of tariff indexing. 














Table 2 

Type of container F stimated rate 

-}—_- —_____—- . ~~ ~ Tt 7 T 

Indexed rate of payment, in rubles, for | minimum maximum average value 
a container-day 

eee $$ $_—___}—__ _—__—__ — 4 . + . 
Medium (weight 3 and 5 t) w9 | HM) | 605 | 1.320 
Sea ee“ arora ee t t 
Large (weight 20 and 24 t) 1,605 | 4.150 { 2,178 i 5,280 








Monitoring the Condition of ine Containers 


Dividing up by shares, the Agreement on Principles of 
Joint Use of Containers and the Rules for Clearing 
Accounts, along with the Statute on the Procedure for 
Transferring Multi-Purpose Containers in Interstate Ser- 
vice, reguiate the normati ve-technical ensurance of circu- 
lating muiti-purpose containers among the countries of the 
CIS and other Agreement member-countries. The draft of 
the Statute on the Procedure for Transferring Containers 
was sent to all the railroad administrations for examina- 
tion and corrections. It specified that border. customs, 
medical-sanitary and sanitary-quarantine control be 
implemented in accordance with the internal rules of each 
party, and also, if necessary, in accordance with the 
international agreements and rules entered into by the 
competent authorities of the Agreement member-states. 


Customs inspection of containers is carried out at border 
crossings, when necessary. The main customs operations 
are performed at the stations of dispatch and destina- 
tion. Work on technical and commercial inspection of 
containers for through railcars is as a rule organized at 


the stations of unloading and the ports. By agreement of 
the parties, freight, including containers, may be 
received and turned over at a transfer station of the 
surrendering party. Specialized containers, standardized 
by type-size with multi-purpose containers, are trans- 
ferred in the same way as multi-purpose ones. 


Container inspection at transfer stations should be car- 
ried out at the same time as inspection of railcars, by 
teams which pass along the consist on each side of the 
train. The freight acceptance-transfer officer should take 
part in their work. The railroad’s receiving agent must 
check the transport documents against the data from the 
schedule. If necessary, he makes a visual inspection of 
the containers. 


At present, the train schedule does not specify that the 
numbers of loaded containers be indicated. Therefore, to 
ensure the transition to by-number automated recording, 
it 1s proposed that a second sheet (or second part), 
containing the number of the railcars and containers 
loaded on them (if any) be added to the train schedule, so 
that both parts of the train schedule contain complete 
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information on the railcars and containers, which could 
be transmitted along the channels of communication at 
the transfer station. 


The Council on Railroad Transport supported this proposal. 
and it is presently at the stage of realization in -onnection 
with the start of developing an ASU [avtomated control 
system] for by-number recording of containers and an infor- 
mation base for the inventoried container park. also 
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To monitor the technical condition of all types of con- 
tainers, a Statute based on the studies of VNIIZhT. on the 
basis of expert advice from the railcar service, proposes 


recording major damage and defects which to a very great 
extent determine the safety of the service personnel, the 
safety of transport and the safeguarding of the freight. A 
container 1s considered in good working condition if its 
technical condition does not exceed the maximum damage 


approved by the Council on Railroad Transport. 


magnitude (Table 3). 








Distortion of body 








Gaps in the welded joints of the body 





Damage to corner posts 





with a rise along the length 





Damage to beams for a length of 200 mm 





Bulges of any size protruding beyond the con- 
tainer clearance 





Damage to metal facings of walls, roof, doors, 
fittings 


| 
' 
| 
| 
_ © 


Table 3 
Maximum magnitude of major damages 
Exceeding permissible magnitude of exterior 


| dimensions, restoration of which requires vol 
| umetric correction 

Welds have gaps and cracks between frame 
and fittings or frames 


| Over 20 mm 


+ 


| Over WO mm 
>- —— 


| Over ‘4 of length 
=a > —— 
| Damage to longitudinal girders 


| Over 60 mm. reduc ing the interior dimensions 
| of a container by over 40 mm 


fon 


| Corrosion. over 20% of the thickness of the 
meta! on over 25% of the surface 


} 
j 
is ” , 
Holes, gaps with a total area of 1.200 cm* or 
a defect over 600 cm* in area 


Damage to any locking device 


j 
| 
' 
} 
| 
| 


a 
Damage to container as a whole 





Markings 





Container floor 


IMlegibility (complete or partial) of the inscrip 
tion on the nameplates. damage to or absence 
| of nameplates 





| Breakage of boards, cracks across the grain 

| gouges along the grain of over 13 mm and 

| over 300 mm in length. gouges across the 

| grain over 13 mm deep and up to $f mm in 

| width, rippling of 6 mm, scoring. holes over 

| 10 mm deep with a total area of up to W% of 


~— ‘a 


(racks in over SO percent of cross section 


Bends. dents. holes, etc. including those in 
the area of openings for fork grips 


Sharp-edged dents (series of dents) over 20 
mm deep on SO% of the surface and more 


Disturbance of the watertightness, breaks. 
cracks or absence of fittings 


Bend in the rod of the locking shaft of over 
1 $5 mm, bend in the lock lever, all deforma 


| tions making free handling of the doors diffi- 


cult, including those leading to the 
impossibility of clamping the panels after 
closing 


Possibility of access to freight. gaps, bending 
of the rain shield, with disturbance of the 
watertighiness 


the flooring 


| 
s 





When a train is being made up, it should be forbidden to 
load containers which need capital repair, or with a 
technical condition characterized by the following aggre- 
gate of defects: distortion of body, change in the exterior 
dimensions, the restoration of which requires volumetric 
correction, etc. 


The VNIIZhT proposes differentiating a defective con- 
dition of containers which permits use for loading of 
containers requiring capital repair for the service period. 
In this case, it is advisable to dispatch these containers, 


loaded, with the exacting of carriage charges, only to the 
owner-country, with the notification formalized on 
Form VU-23k or with an indication on the waybuill: 
“requires capital repair for service life.” These con- 
tainers should be received without impediment, if they 
are operable in the commercial respect and safeguarding 
of the freight 1s ensured. 


Under the new conditions, the procedure for establishing 
the guilty parties when technical commercial defects are 
discovered at the unloading stations, and also if their 
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occurrence has led to the spoilage or damage of freight. 
has proven to be quite difficult. Because of this, in the 
draft of the Statute, all interrelations between the Agree- 
ment member-states in resolving questions of responsi- 
bility because of cases of technical and commercial 
defects in the containers are based. as far as possible. on 
the existing Instructions on Official-Claim Work on the 
Railroads. 


A preliminary analysis of the normative acts presented 
showed that on the whole they make it possible to 
ensure, in the transitional period. self-regulated tech- 
nology for circulat'ng containers among the countries of 
the CIS and other participants in the Agreement. The 
principle for regulating ability is incorporated in the 
actual mechanism of clearing accounts for exceeding the 
container park of any of the railroad administrations, 
which leads to quite steep payments. Fulfillment of 
settlemen's is entrusted to the Council's Board of Direc- 
tors. At the same time, the success of the principles 
incorporated in the Agreement 1s in many ways deter- 
mined by reliable and full-scale recording of the con- 
tainers and the fulfillment of a number of different 
urgent measures. Up to now. however, not all the rail- 
road administrations (former railroads) submit informa- 
tion on the use of the container park: operational 
(daily+—on Form KEO-3. and monthly, KEO-4. The 
inscription of the digital designations of the owner states 
is not given in full on the containers. 


Problems and Perspectives 


The scientific collectives of the Zheldoravtomatizatsiya 
Scientific Production Organization, VNIIZhT and other 
subdivisions 01 ganizing clearing accounts have made a 
number of important studies. In particular, an auto- 
mated system has been developed for gathering and 
processing operations information within the framework 
of Russia's railroads, and has undergone experimental 
checking. It was proposed that other railroad adminis- 
trations also carry it out. A study of the software required 
to introduce automated gathering and processing of 
operations information on the entire network has been 
completed. Also begun is study of a system for full 
recording of all types of containers at interstate junc- 
tions. At present, despite the insufficient number of 
workers, all operations recording is essentially being 
done by the RF MPS, in particular, by the Operations 
Department of the Freight and Commercial Work 
Administration, which has the experience necessary for 
this work. 


Dividing up the railroad network has therefore faced 
transport workers and, in particular, those in the sphere 
of container transport, with the task of making qualita- 
tive changes in their work. This process should be carried 
out as painlessly and smoothly as possible. For this, they 
must make maximum use of the existing situation of 
container operation. moving purposefully toward the 
goal set—full transition to joint operation of their own 
containers, belonging not only to the railroads. but also 
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to various enterprises and organizations, and at the same 
time unified by a common feature—affiliation to a 
specific independent state. Formally, this is expressed by 
the fact that the marking code of each container will 
contain the international designation of the country. as 
distinct from the digital one adopted for the transitional 
period: for Ukraine, for example, UA, Byelarus—BY, 
Russia—RF. The owner of a container (1.e., the direct 
owner) should also be recorded 1n a three-letter code of 
Latin abbreviations. For example, RF MPS—RZD. etc. 


At the new stage of railroad interaction, container trans- 
port will be characterized by the development of internal 
(in contrast to the divided-up) parks of containers of the 
independent states. a system of fully automated 
recording of containers, with the appropriate software, at 
transfer stations and container platforms, an infrastruc- 
ture of full recording, and when necessary, a technical 
base for routine maintenance and repair of the con- 
tainers of the owner-states and a mechanism for organi- 
zational, legal and economic interrelations between the 
owners of internal parks of containers. In this connec- 
tion, it 1s advisable to consider a number of the problems 
involved in further container operation. 


With respect to its specific designation, the operation of 
containers and container transport, despite the vast 
extent of the railroads of Russia, Ukraine, Kazakhstan 
and other states, cannot be considered apart from other 
regions and other systems of railroads and transport. In 
working out the future policy for transport, therefore, 
there 1s no basis for regarding the railroad polygon as 
isolated or enclosed. 


World experience attests to the stable trend toward 
maximum linking of container-transport systems, first 
and foremost, by type of container, loading-unloading 
equipment and rolling stock. Because of this, the max- 
imum interchangeability of the railroads of Russia and 
other independent states—the former USSR republics— 
as well as the countries of the far abroad, the improve- 
ment and expansion of a measured number of containers 
for the maximum coverage of freight which 1s right now 
transported in small shipments in boxcars, the develop- 
ment of a system of transporting other forms of transport 
equipment, and in particular, removable superstruc- 
tures, as well as freight in specialized containers with 
standard dimensions, standardized with multi-purpose 
ones. 


At present, in accordance with GOST 18477, the park 
includes the following types of containers: gross weight 31 
(UUK-3, UUKP-3(5)), 5 t (UUK-5, UUKP-5(6), 20424) t 
(1S and 1SS). During the transition period, the divided-up 
park will exist for the time being, and the type-and-size line 
will not change. In the future, however, it will be expanded, 
primarily through small containers (particularly on Rus- 
sia’s railroads) with a gross weight of 1.251 (UMK-1.25, on 
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feet). This will at once make it possible to switch some of 
the smail shipments to container transport. 


The trend, noted abroad, toward expanding the type-size 
through type-size | AA, as well as through containers of a 
new generation, will have no decisive influence on the 
structure of internal transport on the roads of the CIS 
and Agreement member-countries. These containers are 
highly efficient, primarily in mixed railroad-water (sea) 
transcontinental service. In internal service in our 
country, container transport in comparatively small con- 
signments takes priority. Expanding the type-size of 
containers of a new generation (only on condition of 
their inclusion in the ISO standard) is therefore possible 
only in the distant future, no earlier than the year 2010. 
These types of containers on the whole correspond to the 
parameters of the domestic container system and also to 
the rolling stock available to transport them 


Increasing the dimensional succession through con- 
tainers with a gross weight of 10 t, on the basis of UUK-5 
containers or containers with a gross weight of 10 (12.5) 
t, type-size 1D (1DKh), is also fully probable and advis- 
able. This will substantially increase the potential and 
raise the efficiency of container transport. It will require 
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expanding the type-size of the loading-unloading equip 
ment however. and particulariy of gantry cranes espe 
cially at the terminals of the RF. Ukramne. Byelarus and 
other adjacent states 


At the same time, expanding the dimensional succession 
through containers with a gross weight of 1) t wil! cause no 
new problems with respect to their processing af comtarmer 
platforms, inasmuch as a gantry crane with a horsting 
capacity of 12.5 t has already been developed. and car be 
used for these purposes. since it 1s made on the prototype 
of the KK-6.3. In addition. gantry crane KK-20. which 1s 
quite a high-efficrency crane. can be used. At the first stage 
these containers can be widely used in internal service on 
Russian railroads 


The following distribution of type-size for contamers in 
the future, allowing for the transitional period. should 
therefore be taken for various calculations (Table 4) It 
should be noted that there are no containers of the open 
type here. It 1s fully possible. however. that they may 
appear, with the preliminary study of the polygon of 
circulation and product list of transportable frerght. Smal! 
containers, type UMK-!.25. should appear in the park 
after 1995. The year 2000 1s therefore indicated for them 
in Table 4. Containers of the !S type-size, 2.438 mm high. 
should by this time be completely knocked out of the 
operating park, and there 1s little Iskelihood that containers 
of the 1VV type size will appear in the foreseeable future 






































Table 4 
Type of container Gross weight, t | Intermediate stages by years 
i 1995 2000 2010 2020 
> ——— 
UUK-3, UUKP-5) 3.00 + + . 
+ + a - 
UUK-5, UUKP-5(6) 5.00 + + . ° 
+ ee — — - -— - — Seanad — - 
iS 20.00 | > 
t — . —t 
iss 24 00 } o + | + 
+ me | eee - + 
VV 25.00 | ° 
IAA W 50 | . , 
—>—_—_——_ — + + 
UMK-1.25 1.25 . . ° 
. — a +- — - _— = + 
UUK-10 10.00 + + . 
4. —————— —_ —— —— > —_— 
IDKh 10.00 + | + | , 











The products list of transportable freight is not differen- 
tiated by types of container, with the exception of small 
ones, for which the loading gauge is important (not over 
the dimensions of the doors and length of the container). 
In general, therefore, all containers are interchangeable 
in transport. In connection with this, technical supervi- 
sion, which should encompass more than just large 
containers in through international and railroad-water 
service, 1S a very pressing question (with respect to 
international norms) for the future. The point is that a 
container is standard transport equipment (and not 
freight). All its parameters should satisfy a specific set of 
international requirements, which are attested to by the 
tables on permission for transport with customs stamps 


and seals or without them, located in specific places on 
the containers, with the permit of the appropriate super- 
visory authorities. 


The fact of permission for transport removes from 
transport equipment (container) all other procedures, 
including departmental, for approving the technical con- 
ditions for loading and securing (with the exception of 
cases when it 1s a question of non-standard systems of 
transport, for example, by rail on multi-purpose rolling 
stock, 1.e., without using special connecting devices). 
This is achieved through the existence of a special 
supervisory service in the country. For large, multi- 
purpose containers, these functions are entrusted to the 
RF Maritime Register. 
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Medium-size containers, as transport equipment 
intended mainly for internal transport (and also partially 
within the framework of the former CEMA), were cov- 
ered only formally by supervisory activity, and were 
essentially under departmental control. Now the mate- 
rial base for production, particularly of medium-size 
containers, as well as large ones, has found itself in 
different states. In the future, with modernization, and 
the production of new containers, certain changes may 
take place, as well as deviations from the technology and 
even the parameters of structure and strength. This will 
create a threat to container transport safety on the entire 
network. 


Because of this, it is advisable to create, particularly in 
Russia, a certification service for all types of containers, 
with development of a methodology, program and pro- 
cedure for their permission for transport. These func- 
tions, for containers in through interstate and 
international railroad service (this does not apply to 
container transport by water), may be entrusted to 
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VNIIZhT, in consideration of the experience accumu- 
lated in standardizing containers and work at the Coor- 
dination Center for the Container Transport System of 
the former CEMA. Enterprises for capital repair of 
containers, as well as the repaired containers of all the 
Agreement member-countries, are subject to certifica- 
tion and supervision. Unfortunately, these basically 
important organizational-legal questions of joint use of 
containers have still not been solved, mainly because of 
the lack of a comprehensive approach to the problem of 
container transport and the separation of interests, even 
within a single department. 


At the same time, it may be assumed that the creative 
work of the Council on Railroad Transport and all the 
railroad administrations, in the sphere of container 
operation, will ultimately make it possible to overcome 
the difficulties of the transition period and pass on to a 
qualitatively new level of container transport organiza- 
tion throughout the railroads of the former USSR. 
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10 INTERSTATE AFFAIRS 


Tretyakov Comments on Feasibility of Eurasian 
Union 


944F1598A Moscow NEZAVISIMAYA GAZETA 
in Russian 24 Sep 94 p 1 


{Article by Vitaliy Tretyakov: ‘‘Nursultan Nazarbayev Is 
Knocking at a Closed Door: And the Response Is: "We 
Are Not Scythians!"”’] 


[FBIS Translated Text] The conference “The Eurasian 
Space: Integration Potential and Its Realization” was 
held 19-20 September in Almaty with the participation 
of Kazakhstan President Nursultan Nazarbayev. As 
what is obvious has been ascertained even without any 
conference, the potential is enormous, the realization, 
virtually zero. In the practical plane it was a question of 
the plan for the creation of a Eurasian Union, which has 
been greeted very coolly by the Kremlin, but which has 
been placed by the president of Kazakhstan on the 
agenda of the next meeting of heads of state of the CIS. 


The representatives of eight countries of the Common- 
wealth took part in the conference, mainly via their 
ambassadors in Almaty, although Kazakhstan (of course) 
and Russia (for what reason?) were represented en 
masse. From Russia Nursultan Nazarbavev invited rep- 
resentatives of all the main state and political structures, 
including (as top attractions) the Office of the President 
and the government. The top attractions (naturally?) did 
not go: The administration evidently had its bags packed 
for London and New York, which are closer to the 
former provincials, now Muscovites. Sergey Shakhray, 
vice premier of the government, who kept Almaty on 
tenterhooks until the last minute, did not go either. 
Perhaps they had been unexpectedly summoned to the 
president. So the Kremlin and the present White House 
modestly put forward a couple of diplomats from Smo- 
lenskaya-Sennaya. 


On the other hand, sated with London and New York, 
evidently, Konstantin Zatulin, head of the Duma Com- 
mittee for CIS Affairs, and Nikolay Gonchar, head of the 
Federation Council Budget Committee, did not shun a 
visit to the erstwhile native Almaty. There were military 
figures from the once Joint Armed Forces of the CIS. Of 
the party leaders, the communist Gennadiy Zyuganov 
shone by his presence and impassioned, but logical, 
speech, as did others—scholars, in the main. I would 
mention particularly merely Vasiliy Likhachev, vice 
president of Tatarstan, who had been specially sent to 
Almaty for this occasion by Mintimer Shaymiyev. 


So interest in integration (or reintegration) from Russia 
was displayed merely by half of Moscow and Tatarstan. 
Quite considerable, if it is considered that Kazan has its 
Kremlin also. 


I shall not write about the discussion of the topic of 
Eurasianism—NEZAVISIMAYA GAZETA publishes 
many articles on this score. I personally, as a nonspecial- 
ist, shall not undertake to judge whether we are Scythians 
or semi-Tatars or the accidentally Russified children of 
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Catherine I or Catherine II (the Great). According to 
today's methods, the government of the country would 
seem to come from the Golden Horde. But, on the other 
hand, we have actively begun to play lawn tennis. It is 
said that by the second set (particularly with a hat-trick) 
one becomes abruptly Europeanized. But not Belaru- 
sians. It has been proven by the emphatic refusal of an 
unnatural reunification with White Rus, which was once 
imposed on Moscow by force. We have finally freed 
ourselves. Thank God (or Allah?) that Kazakhstan was 
foisted on Moscow much later—it is all the easier to get 
rid of it. 


But, joking aside. Nursultan Nazarbayev asked: Has 
Russia seriously decided to equip all 6,000 kilometers of 
its border with this state with the full proper installations 
costing (it is estimated) RI billion per kilometer? For 
concrete customs stakes have already been erected on the 
Russian side. 


My version is that Moscow will for this contingency get 
dollar credit at the IMF or sell the third world countries’ 
debts to us. 


And to be serious once again. Aleksandr Tsipko posed 
the problem in a moral plane that is unfamiliar to our 
politicians nowadays: There is something profoundly 
immoral in Moscow's bookkeeping calculations as to 
what the cost would be a unification of currencies with 
Belarus, a country with just 10 million inhabitants, 25 
percent of whom identify themselves with Russians; one 
out of every four inhabitants of which perished in the 
Great Patriotic War with fascism; a large part of whose 
territory suffered from the Chernobyl catastrophe, which 
even though it did actually occur in Ukraine, this was 
not, after all, in Germany——it was in the USSR. But not 
a word more about morals. 


Nikolay Gonchar, who believes that two lobbies—the 
raw material lobby, which is now victorious, and the 
industrial lobby—are fighting to define Russia's policy 
in respect to the countries of the CIS, is sure that the raw 
material lobby is prepared to cut off its own mother even 
for then it could avoid providing the oil and gas in family 
fashion, free of charge, but could sell them. 


In short, many interesting topics arose, particularly 
during the meeting of part of the Russian group with 
Nursultan Nazarbayev—the military, for example. But I 
shall not now trouble with them NEZAVISIMAYA 
GAZETA’s readers from the ranks that are involved in 
the country’s defense: These are old problems, they know 
thn well, and they are currently shaking in expectation 
of that on which the Russian and American presidents 
will reach agreement in Washington 


I, as an exclusively nonmilitary and unduly objective 
individual, raised, aside from all else, the question of the 
subjective factor of reintegration. In my view, it is hard 
for politicians that acquired power via disintegration to 
make up their minds to this (it was, after all, with good 
reason that Nazarbayev was not at that time summoned 
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to the Belovezha winter quarters). Consequently, Kaza- 
khstan could before 1996 reintegrate only with Kazan, 
perhaps. The disintegrators must be given the opportu- 
nity for an honorable surrender furnished with banners, 
dachas, and offices. And it would be even better, why 
fool about (we have agreed—not a word more about 
morals), to say plainly: Fat chance you have of winning 
the elections that you so much do not want, and you will 
not remain in office without intercepting this (unifica- 
tory) idea from the opposition (the opposition will be a 
bit much here, it is true). As it is, even if you failed to 
become president of the Eurasian Union, for example, 
you could gallop around, so to speak, like Mikhail 
Gorbachev. 


I know that many people in Moscow are getting agitated: 
Why is Nazarbayev making a fuss about this reintegra- 
tion? He most likely wants to cheat poor Mother Russia, 
to eat it out of house and home. Nursultan Nazarbayev 
is, of course, a shrewd and farsighted politician. I believe 
that he personally would survive even without Moscow. 
But he thinks (this is particularly noticeable in direct 
contact with him, outside of an official framework) 
about the population of his country. And it is a little odd: 
half-Russian, half-Kazakh; half-Christian, half- 
Muslim..... Just as in Russia—with Boris Yeltsin. 


No, Yeltsin has, of course, somewhat more Russians, 
somewhat fewer Muslims. But the main thing is that 
Yeltsin’s population is getting smaller and smaller. So, 
just you see, the problem will be resolved of its own 
accord. 


Vorontsov Ponders Caspian Pollution Threat 


95WNO0001A Moscow LITERATURNAYA GAZETA 
in Russian No 39, 28 Sep 94 p 10 


[Article by Nikolay Vorontsov, State Duma deputy: 
“The Sturgeon—More Hard Currency than Oil’’] 


[FBIS Translated Text] A contract was very solemnly 
signed in Baku with a Western consortium on the joint 
development of three Caspian oil fields. 


I want to touch on this question not from an interna- 
tional and legal point of view, where special agreements 
concern internal reservoirs, which the Caspian is, but 
from the standpoint of ecology. 


Along with very rich oil and gas resources (and they are 
located not only on territories adjacent to Azerbaijan, 
but also to Russia, Kazakhstan, and possibly to Turk- 
menistan), a no less valuable resource is the sturgeon fish 
population. Eighty percent (!) of the reserves of the 
sturgeon stock is concentrated in the Caspian. This is 
stellate sturgeon, sturgeon, white sturgeon, and sterlet 
sturgeon. 


It must be said that the oil and gas resources, no matter 
how great, are nevertheless finite. Given a rational use of 
sturgeon resources, they are practically inexhaustible. It 
must be realized that sturgeon are to no less a degree 
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hard currency than oil (if not to a greater degree). Here is 
an example. Americans have ascertained that in the last 
100 years the catch of fish in Alaska brought several 
times more hard currency than gold. 


Today, international control over the condition of the 
Caspian is needed. The unique basin requires unified 
management. I spoke more than once about this back in 
the period of the existence of the Soviet Union when 
centrifugal trends were just beginning to appear. 


I would like to present a short digression into the fish 
kingdom. All Caspian sturgeon, with the exception of the 
sterlet sturgeon, which propagates in rivers, grow up in 
the Caspian, but they go to rivers to spawn (the basins of 
the Volga, Ural, Terek, Kura, and other rivers). The 
largest was the Volga stock, whose number has dropped 
sharply in connection with the construction of the cas- 
cade of stations of the Volga GES [hydroelectric power 
station]. But fodder resources were released in the Cas- 
pian. And as a result of the fact that neither Russia nor 
Kazakhstan built one dam (thank God!) on the Ural 
River, the stock in the Ural basin began to increase. But 
the Kura River, because of the construction of the 
Mingechaur GES in Azerbaijan, also saw a noticeable 
decrease in the fish population. 


But the reason for the decrease in numbers is due not 
only to the construction of hydroelectric power stations 
that obstruct the course of the river, but also to uncon- 
trolled poaching. But any catch of sturgeon in the Cas- 
pian is the destruction of the fish brood; that is, 
poaching. If you go along the shores in Azerbaijan and 
Dagestan, and also the shores of Astrakhan Oblast, you 
will see traces everywhere of monstrous poaching: The 
shores are littered with scales and the chopped off heads 
of sturgeon. 


But the other reason for the decreased fish population is 
the pollution of the Caspian by various impurities. 
Moreover, not only by petroleum products. Because of 
the primitive production of soda with the use of mer- 
cury, for example, the Volga discharges mercury. We also 
know that a whole series of poisonous organic com- 
pounds enter the Volga. All of this leads to a sharp 
reduction in the sturgeon stock. 


I think that here on the territory of the former Soviet 
Union there are only two such places where the biolog- 
ical resources are potentially much richer and more 
expensive than any mineral and geological resources. 
These are Kamchatka, which from the direction of the 
Sea of Okhotsk, the Pacific Ocean, and the Bering Sea, 
has a unique stock of Far Eastern salmon, and the 
Caspian Sea. 


I have visited Neftyannye Kamni, which consists of a 
huge system of piers that go for tens of kilometers from 
Apsheron into the depth of the Caspian Sea. In the last 
dozen years, the sea has been very seriously polluted in 
the Baku area. I am not a specialist in the sphere of oil 
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drilling technology, but I do not see the possibility today 
of guaranteeing the pumping of oil without losses as its 
volume is increased. 


For the sturgeon, relatively clean water begins from 100 
kilometers to the south from Apsheron, but I do not 
know where the border will move to as soon as the 
created consortium starts to operate. Moreover, the 
example of Azerbaijan will provide an incentive for 
other countries as well: Enormous reserves of oil, and 
especially of gas, are located in the northern part of the 
Caspian, contiguous to Russia and Kazakhstan. And if 
the oilmen of these countries also start to compete, who 
will open up their resources more quickly, and what 
awaits nature? 


The MFA [Ministry of Foreign Affairs] of Russia, as is 
known, launched a protest in connection with the signing 
in Baku of the “historic” contract. First, it seems to me, 
the protest is associated with the uncertain legal status of 
the Caspian, which, nonetheless, is not a sea, but an 
internal reservoir. Second, I am convinced that the 
MFA, for example, knows all about the existing interna- 
tional agreements of the former USSR and Iran on the 
protection and assignment of quotas on the sturgeon fish 
stock. 


I will cite this example. When the centrifugal trend in the 
framework of the Union started, Turkmenistan tried to 
raise the question about its fishing within the borders, as 
they thought there, of its own economic zone in the 
Caspian Sea. We came out of this situation in a rather 
simple and nature! way: We established a quota and a 
share of sturgeon that should be transferred to Turkmen- 
istan from the catch in the Volga and the Ural so that 
Turkmenistan would not take fish brood in the Caspian 
Sea. This plan satisfied the Turkmen side at that time. 


Then the Union came to an end, and with it also control 
over a unified ecological system of the Caspian Sea. 


Future of Russian Influence in Transcaucasus 
Questioned 


954Q0006A Moscow SEGODNYA in Russian 16 Sep 94 p 3 


[Article by Dir Pol Sci Vladimir Razuvayev: “The Cau- 
casian Dead End: Moscow Loses Its Political Authority 
in the Region After Pacification”’] 


[FBIS Translated Text] Hardly anyone would object that 
the principal threats to the country’s security emanate 
today from the Caucasus. It is precisely there that 
political instability is the greatest and interethnic con- 
flicts are the harshest, it is there (Georgia and Armenia) 
that the economic crisis has already mushroomed into 
economic collapse, it is in this sector that the knots of 
national contradictions, unresolvable in the foreseeable 
future, are tied (Nagornyy Karabakh, Southern Ossetia, 
Abkhazia, Chechnia, the Ossetian-Ingush confronta- 
tion). In the meantime political instability in the Cau- 
casus is spilling over directly and unstoppably into 
Russian cities, the economic slump is catapulting one 
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wave of Caucasian migrants after another into Russia, 
and weapons and drugs are being smuggled into the 
country in a continuous flow. 


The economic instruments Moscow now possesses are 
useless in this case. Neither the scale nor the nature of 
the Caucasian disintegration permit its cure by the 
limited financial “donations” by which Moscow buys off 
its restless Caucasian neighbors. The threat to Russian 
security can be stopped only by political means. Hence 
the special attention to Moscow's diplomacy in this 
region. 


The current Russian policy in the Caucasus has grown 
significantly over what it was 2 years ago. The basic 
strategic line has revealed itself rather clearly: ensuring 
R ussia’s dominant presence in the Transcaucasus with 
the lowest outlays. It is precisely in this context that we 
should obviously view Moscow’s approach to the Kara- 
bakh and Abkhazian conflicts, and its insistence on 
obtaining access to Azeri oil deposits. Russia intends 
neither to leave the Transcaucasus nor to support its 
presence there by any serious financial and political 
obligations. 


In the meantime Moscow's strategy in relation to the 
Northern Caucasus has stabilized. It essentially entails 
cautious avoidance of the whirlpool of problems the 
Russian center is unable to understand. Some efforts are 
being shown only in two directions, and even so, prob- 
ably not out of good will. I am referring first of all to the 
Chechnia problem, and second, to the Ossetian-Ingush 
confrontation. In both cases, however, the Kremlin is 
trying to maintain extreme caution, so as not to disturb 
the equilibrium that has been maintained with great 
difficulty in the Caucasus. 


It seems fundamentally important that Moscow bases 
itself in its Caucasian strategy on the principle of the 
region’s unity regardless of the borders dividing it 
within. By following this principle, the Kremlin is 
silently recognizing the special role played by Russian 
Northern Caucasian republics within the framework of 
the Caucasian region. As I see it, this is the most positive 
side of the Caucasian direction of Russian foreign policy. 


As would be expected, Moscow has generally attained all 
of its immediate goals in the Caucasus. As of this 
moment Russia is the dominant power in this part of 
post-Soviet space. It is the Kremlin that is ultimately 
determining the conditions of the Georgian-Abkhazian 
reconciliation. It is the Kremlin that is keeping the 
participants of the Karabakh conflict at the negotiating 
table (the fact that they are striving to reach an agree- 
ment without intermediaries essentially changes 
nothing: Peace in the Transcaucasus is impossible today 
without Moscow’s approval). And only Russian assis- 
tance (in one form or another) allows the devastated 
local economies to function somehow. 


However, the relative tranquillity that has been attained 
in the Caucasus does not mean a decrease in the level 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 

















FBIS-USR-94-111 
13 October 1994 


and number of threats to Russian national security. The 
cooling off of local conflicts will raise the problems of 
economic rebirth to the forefront in the Transcaucasus. 
The region’s countries will begin demanding, with dou- 
bled and tripled force, not only mediation in peaceful 
settlement but also financial infusions from Russia as the 
power that really controls the situation in the Caucasus. 
It is fully obvious that Moscow is avoiding active partic- 
ipation in construction of the new economy of the 
Transcaucasus. If anyone does begin investing money 
into the region, it will be Turkey and Iran. 


As a result it will turn out that the power that achieved 
relative pacification in the Caucasus through its political 
influence, money and military efforts will begin to 
swiftly lose its authority among the region’s states. On 
the other hand the influence of Turkey and Iran, as well 
as of some other countries that invest money into 
restoring Transcaucasian economies, will increase 
swiftly. Consequently we can already predict with some 
measure of certainty Russia's impending defeat in the 
Caucasus. 


There is of course another scenario that is possible, in 
which not only Russia but also other countries will 
decide against major infusions into the Caucasian 
economy after peace sets in. In this case Moscow would 
lose anyway. If a phase of economic rebirth fails to 
follow the relative political stabilization of the Transcau- 
casus, Russia will find itself facing a dilemma: either to 
abandon outright any kind of presence in the Transcau- 
casus and thus push the region into a new escalation of 
instability (in this case it could rise several orders of 
magnitude higher than in 1991-1993), or to limit itself as 
before to purely political methods of influence upon the 
situation in the region. 


In the first case all of Moscow’s relative successes would 
be completely cancelled out. The second scenario pre- 
supposes that Russia’s political obligations to the Tran- 
scaucasian states will make it impossible or extremely 
undesirable for it to leave the region. Then continued 
economic collapse of the Transcaucasus will create mul- 
tiple threats to Russia’s security. Waves of political and 
economic instability will inundate the Northern Cauca- 
sus. Migration of non-Slavic people into Russia will grow 
dramatically. Tens of thousands of people who have 
learned to make war and who know how to kill will fill 
the ranks of Russian gangs. The Transcaucasus, which is 
brimming over with weapons, will begin “selling” them 
in Russia—at least simply because it will have nothing 
else to sell. 


The first victim in this case will be the present relative 
equilibrium in the Northern Caucasus. An undisputed 
plus of Moscow’s policy—an integrated strategic 
approach to the Caucasus in general—will turn to Rus- 
sia’s disadvantage, inasmuch as after rolling over the 
Transcaucasus, the wave of instability will also engulf 
the Northern Caucasian republics. Either the ethnic 
equilibrium or relative economic stability will become 
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the first victim. This will be followed by collapse of local 
state bodies. The Northern Caucasus will become 
another “hot spot" of post-Soviet space. Most likely, 
extreme measures of the Russian government won't 
help: There are too few specialists in Moscow's central 
bodies with any serious knowledge of this region, and the 
central government will find itself unable to develop an 
effective policy in relation to the crisis-ridden Northern 
Caucasian republics. 


In other words Russia’s present policy in the Caucasus 
has a very good chance of ending up in a dead end. This 
is even considering that following a period of very 
uninspiring foreign political steps in this region, Moscow 
ultimately developed a strategic approach that is accept- 
able in the short range, and is pursuing it rather success- 
fully. Let me also note that the vulnerability of Russia's 
strategy stems basically from purely objective causes, 
and it cannot be blamed specifically upon a particular 
politician or the government as a whole. 


From my point of view, in addition to the policy it is 
presently implementing, Moscow can in principle select 
three other strategic courses. The first is for Moscow to 
switch to the broadest possible economic support to the 
Transcaucasian regimes. Peace and the region's eco- 
nomic well-being would then appear to have been bought 
with Russian money. I believe that this variant will be 
the most attractive to the population, and especially to 
the ruling elite of the independent Transcaucasian states. 
However, in Russia this policy would most likely 
encounter opposition from the bulk of the political 
spectrum and the society. 


The second possible strategic course might be a transi- 
tion to a policy of delicate diplomatic maneuver based 
on accurate knowledge of Caucasian realities. This line 
requires reliance upon experts on the Caucasus. They 
must be allowed greater participation in the government, 
and direct access to it. The shortcoming of this solution 
is that specialists on the Caucasus of any prominence are 
natives of this region. The solutions they might propose 
and implement would often work in the interests of a 
particular Caucasian ethnic group. Russian history 
shows that a balance of local representation in central 
organs of power is not very probable. Consequently this 
variant will most likely lead to significant imbalances in 
Russia’s Caucasian policy, and ultimately to establish- 
ment of a new equilibrium in the region. 


Russia's third possible approach to the Caucasian 
problem is based on the notion that the specifically 
Caucasian direction of Russian foreign policy has to be 
of marginal nature from the standpoint of Russia's 
relations with the “rest” of post-Soviet space. Neither of 
the two Transcaucasian republics bordering on Russia 
wish to become its faithful allies; the number of Russians 
in the Transcaucasus has always been smaller in compar- 
ison with other regions, and today it has decreased even 
more; industry in the republics has either collapsed, or it 
is functioning with great difficulty; the region’s commu- 
nications have weakened to their limit. 
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The Northern Caucasian republics have for practical 
purpose become a buffer between the Transcaucasus and 
the interior of the Russian Federation. This role may be 
legitimized. Roles must also be distributed more clearly 
between the center and the republics in relation to 
Russia’s foreign policy in this region. In this case it 
would be desirable to broaden the rights of republics and 
krays of the Russian Federation in comparison with the 
Situation existing today. In the foreseeable future the 
central authorities in Moscow could limit their efforts 
just to the objective of preventing and containing local 
armed conflicts. On the whole, an increase in the inde- 
pendence of Northern Caucasian republics, and of Kras- 
nodar and Stavropol krays, in relation to the policy 
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pursued in the Transcaucasus will make Russian policy 
in this complex region more competent, and reduce the 
probability of explosion of the “geopolitical bomb” that 
the Caucasus is to the Russian Federation today. 


In this case relations with those forces in the Northern 
Caucasus that have historically oriented themselves 
upon Russia and are showing interest in maintaining the 
present course will have fundamental significance to 
Moscow. It is precisely through them that it would be 
most suitable to pursue the principal policy line in the 
Caucasian region. In this case these forces must utilize all 
of the advantages that Moscow will be able to provide its 
closest allies in the ( aucasus. 
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ECONOMIC & SOCIAL AFFAIRS 


Tax Policy Called Harmful to Middle Class 
944Q0596A Moscow SEGODNYA in Russian 6 Sep 94 p 12 


[Article by Andrey Grigoryev: “We Should Not Expect 
Relaxation of the Tax Regime: The Ministry of Finance 
Against the "Middle Class’’’} 


[FBIS Translated Text] The imperfection and ineffi- 
ciency of Russian tax policy have been acknowledged by 
nearly all state bureaucrats who by virtue of their posi- 
tion one way or the other had something to do with the 
fiscal policy: from sectoral lobbyists in the government 
and the parliament to the State Tax Service leadership. 
Moreover, this understanding on the part of the author- 
ities was even enunciated in concrete declarations. The 
State Duma announced something like a competition for 
the best draft of tax reform, and the president in an 
economic edict promised to substantially reduce the tax 
burden next year. We should not count, however, on 
qualitative changes in the tax system. First because, like 
any legislative process, the discussion of tax laws prom- 
ises to be rather lengthy in time, and second, principal 
changes in the structure of taxes affect some groups that 
are quite influential in the current parliament. There- 
fore, despite the fact that the first, and very radical at 
that, draft of the tax reform has already been prepared by 
the Russian Taxes association, it is more likely that 
taxpayers will see a relaxation in the current tax regime. 


The promising points of the presidential edicts, however, 
are mainly dictated by the traditional populism of the 
head of state and are not correlated in any way with the 
practical tasks of financia! policy. Meanwhile, the sad 
reality is such that it does not allow for any substantial 
relaxation of tax pressure. This is best understood in the 
Minfin (Ministry of Finance], the leaders of which have 
said many times with healthy cynicism that the current 
tax policy is aimed exclusively at budget revenue, that is, 
pursues strictly fiscal goals and cannot fulfill any stimu- 
lating functions. Moreover, the Minfin has even made 
attempts to tighten the regime; in particular, it wanted to 
increase excise taxes on gasoline and make people’s 
income from bank deposits taxable. 


At the same time, it was the Minfin that felt most acutely 
the inefficiency of the existing system. The half-year 
results showed that only a little more than half of the 
anticipated revenue was collected into the budget. It is 
obvious that the main causes are understatement of 
taxable income and outright nonpayment of taxes. 


Hence the Minfin was compelled, partly with the goal of 
actually adjusting the current system, and partly to avoid 
being unbraided for not carrying out the president’s 
edicts, to prepare proposals on changing some provisions 
in the tax law. This document was submitted to the 
government on 2 September. 


It is remarkable that the Minfin draft on the one hand 
does not contradict the president’s edicts, and on the 
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other is in complete agreement with the state’s fiscal 
goals. It is indeed envisaged that the tax pressure on 
enterprises will be reduced somewhat. However, the 
value by which the rates of the main taxes—on profit and 
added value—are to be reduced makes these changes a 
strictly cosmetic measure. The rate of federal tax on 
profit is to be reduced by just | percent—from 13 to 12 
percent, and the maximum level of withholding into the 
local budget by 3 percent—from 25 to 22 percent. For 
banks, exchanges, and insurance companies the max- 
imum withholding into territorial budgets remains at the 
same level—30 percent. 


As to VAT and the accompanying special tax, which do 
not differ much from a sales tax, there should be two real 
reliefs: The special tax will be repealed and the mecha- 
nism of VAT calculation will be somewhat simplified. 
The calculation will include the amount of tax on goods 
and materials as they are paid for, regardless of the fact 
of whether these values are to be written off as costs. As 
to the promised reduction of the tax rate by half—to 10 
percent—the Minfin believes 1 expedient to apply this 
relief only to basic foodstuiis: bread, meat, cottage 
cheese, vegetables, and sugar. 


At the same time, it would be incorrect to say that the 
Minfin’s proposals do not contain any positive points at 
all. They envisage a repeal of some federal taxes, the 
existence of which does not bring any perceptible rev- 
enue to the treasury but creates a serious burden not only 
on accountants but also on tax inspectors—stamp duty, 
exchange tax, targeted payments into nonbudget sectoral 
funds, and tax on operations with securities. With the 
same purpose in mind—to simplify the system of tax 
payments—1it 1s proposed to limit the freedom of action 
of local authorities. A list of regional taxes permitted to 
be introduced in addition to federal ones is supposed to 
be in the works. 


Another important change is the Minfin’s admission of 
the archaic nature of taxing over-the-limit payroll fund. 
In addition to the fact that concern about cutting costs 
should be the company’s own business rather than that 
of the state, the current level of wages not subject to this 
tax is R123,000, which correlates very little with the real 
cost of labor. However, the treasury’s fiscal tasks, in the 
Minfin’s opinion, permit a repeal of this tax only begin- 
ning in 1996. Until then, the Minfin is limiting itself to 
a proposal to raise the nontaxable level to six to eight 
minimum wages. Let us note that most enterprises quite 
easily and legally avoid paying this tax. 


In addition, in implementing a generally progressive 
move in the direction of increasing the proportional 
share of property tax, the Minfin proposes to raise the 
maximum property tax rate by a factor of 1.5—to 3 
percent. 


As follows from the above, enterprises should not 9in 
particular hopes on a relaxation of tax pressure next 
year. And it would indeed be strange if under the 
circumstances of a severe deficit of budget revenue the 
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Minfin did not try to increase state receipts. And since 
corporate taxes cannot be raised anymore, against the 
backdrop of some tax relief in this area the Minfin 
decided to put substantial pressure on ordinary folks. 


First, it proposes to raise income tax rates. Taking as a 
starting point the very sensible thesis that “each citizen 
Ought to contribute to the budget of his country, not just 
the territorial budget of their place of residence,” the 
Minfin draws the conclusion that it is necessary to 
introduce an additional, federal, income tax in the 
amount of 5 percent. Not too many taxpayers know, by 
the way, that the income tax withheld from their wages 
does not go into the federal budget. To eliminate this 
fact, so aptly noted by the Minfin, the state can simply 
redistribute the income tax between the budgets of 
different levels the same way it treats tax on profit. 


No less regrettable for the citizens of Russia is the 
Minfin’s other proposal—to tax income on bank 
deposits. The Minfin has been talking about the need for 
such a tax for quite a while, but so far has not met with 
understanding. Currently, more arguments have accrued 
in favor of such a tax. First, the positive value of interest 
paid on deposits. In January, when the monthly inflation 
rate exceeded 20 percent and the interest rate on deposits 
over the same period did not exceed 15 percent, 
imposing a tax on income from deposits would be a 
frank outrage; now that deposits bring 8-11 percent a 
month, while inflation is running at 5 percent, it can be 
seen as real income. Second, the population’s savings 
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Clearly have increased and the sum of bank deposits— 
the taxable base—has increased considerably. 


We should keep in mind, however, that imposing a tax 
on depositors may produce a very negative effect. Safe 
banks, actually probably all banks, offer considerably 
lower interest rates as compared to all sorts of non- 
banking financial companies, against whom, by the way, 
the Minfin is waging an active battle. The new tax, 
especially at the rate proposed by the draft—10-20 
percent—will make deposits in safe banks much less 
attractive, while unlicensed firms find it much easier to 
avoid paying taxes (it is a certainty that the tax will have 
to be withheld at the place where income was earned). As 
a result, the flow of people's savings into the banks, 
which has just begun, will decrease perceptibly and the 
population’s money—the main source of investment— 
will settle under mattresses, flow abroad, or be used to 
finance questionable enterprises, or simply end up in the 
hands of crooks. 


The Minfin attempted to package its proposals as a fight 
for social justice, saying that the mechanism of income 
redistribution must be made more effective. On one 
hand it proposes to raise the level of nontaxable income 
to two to three minimum wages a month, and on the 
other—raise the tax rate on super-high income. Those 
who earn super-high income, however, have enough 
ways to avoid paying taxes, while raising taxes on the 
population (as one can see from the scale proposed by 
the Minfin) will hit first and foremost the “middle 
class,” the formation of which is so lovingly hailed by 
bureaucrats of a pro-market orientation. 





Income Tax Rates (as Proposed by the Ministry of Finance) 

















Annual income (in 1995 Current rate, % New rate, % Total 
prices), R million 

Local bedget Federal budget : 
Up to 15 12 13 5 To 
15-50 20 23 $ oR 
Over 50 30 30 5 35 




















Edict on State Support for ZIL Auto Plant 


944F1587A Moscow ROSSIYSKAYA GAZETA 
in Russian 28 Sep 94 p 5 


(‘Edict of the Presiden of the Russian Federation: On 
Financial Improvement and State Support of Structural 
Reorganization of the Moscow I.A. Likhachev Plant 
Joint-Stock Company”’} 


[FBIS Translated Text] Taking into account the vital 
socioeconomic significance of the structural reorganiza- 
tion of the Moscow I.A. Likhachev Plant Joint-Stock 
Company and for the purpose of implementing the state 
policy of supporting industrial enterprises, I hereby 
decree: 


1. Accept the proposal of the Moscow I.A. Likhachev 
Plant Joint-Stock Company (henceforth referred to as 


AMO ZIL) concerning the elaboration and realization 
of a comprehensive program for development and 
adaptation of this joint-stock company to market 
conditions, which envisages the following: 


Structural reorganization of production, moderniza- 
tion of machinery being produced and improvement 
of its competitive qualities, as well as proportional 
and comprehensive development of production 
capacities of the joint-stock company in accordance 
with predicted demand for its products; 


Further development of the system of technical ser- 
vicing of products manufactured by AMO ZIL; 


Development of commercial, scientific, and technical 
ties with foreign partners; 


Creation of a financial-industrial group with partici- 
pation of AMO ZIL. 
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2. The government of the Russian Federation is to Repayment of debt owed the AMO ZIL by foreign 








perform the following: 


Implement measures necessary in order to extend 
assistance to AMO ZIL in the realization of the 
program stipulated in Point | of this edict; 


Grant AMO ZIL a deferment in 1994-1995 in pay- 
ments to the federal budget and also in the payment 
of penalties for underpayment of taxes. 


. Changing the temporary order in which use is made 
of the funds of legal bodies credited to their current 
account, as stipulated by Edict No. 1005 of the 
President of the Russian Federation of 23 May 1994 
“On Additional Measures for Normalization of 
Transaction Payments and Strengthening of Pay- 
ment Discipline in the National Economy” (Collec- 
tion of Legislative Acts of the Russian Federation, 
1994, No. 5, page 395), authorize the AMO ZIL in 
1994-1995 to receive monetary funds for payment of 
wages and other related payments at the bank 
holding its current account, in an amount equivalent 
to five times the minimum wage as established by 
legislation, based on the average authorized number 
of its workers. 


. The Government of the Russian Federation, the 
federal organs of executive power, and the city 
government of Moscow are to support the structural 
reorganization and financial improvement of AMO 
ZIL, on the basis of the following priority measures: 


Attracting Russian and foreign investors in 
financing the development of enterprises of the 
joint-stock company and granting them favorable 
terms and guarantees; 


Curtailing of mobilization capacities of AMO ZIL 
and financing expenditures on their maintenance at 
the expense of federal budget funds; 


Including projects in the structural reorganization of 
AMO ZIL in investment programs to be imple- 
mented in 1994-1996 with the financial support of 
the state in the form of investment credit amounting 
to R300 billion with mandatory participation of 
AMO ZIL shareholders in financing the indicated 
programs; 


Including imported equipment purchased by AMO 
ZIL for reorganization of production in the credit 
lines granted by foreign countries; 


Financing of AMO ZIL expenditures on the acqui- 
sition of imported equipment on the basis of con- 
tracts concluded prior to 1! January 1992, needed for 
completing the program of transition to diesel 
engines and also for installation contract manage 
ment and start-up and adjustment work required for 
placing the indicated equipment into operation, out 
of the federal budget starting in 1994; 


governments for products delivered by this joint- 
stock company abroad in accordance with interstate 
agreements, as well as the debts owed by CIS coun- 
tries for products delivered to them; 


Inclusion of AMO ZIL products in lists of goods 
supplied on the basis of intergovernmental agreements 
on trade and economic cooperation with CIS countries 
in the form of credits granted those countries. 


. The Government of the Russian Federation is to 


issue an assignment to AMO ZIL ensuring delivery 
of motor vehicles to the Ministry of Defense of the 
Russian Federation and the Ministry of Civil 
Defense, Emergency Situations, and Elimination of 
Consequences of Natural Disasters, incorporated in 
the state order for 1996. 


. Recommend that AMO ZIL executive staff elabo- 


rate and implement comprehensive measures for 
improving the financial health of structural subdivi- 
sions, ensuring the following: 


A cutback in the number of workers; 


A decline in material and energy expenditures on 
production; 


Involvement of the private funds of shareholders, 


Sale or lease of property not used in an efficient 
manner; 


Improvement of the system of working with debtors; 


. Authorize AMO ZIL to distribute workers’ shares 


from the stock fund before their sale on the open 
investment market; 


. Within a two-month period the Government of the 


Russian Federation is to prepare a list and ensure 
transfer of: 


Facilities in the social and cultural sphere under its 
management to AMO ZIL; 


Housing fund facilities and facilities in the social 
and cultural sphere under the management of struc- 
tural subdivisions of the AMO ZIL to the Moscow 
city municipal property pool. 


. The Government of Moscow shall ensure within a 


one-month period the sale to AMO ZIL of land lots 
in its use in accordance with established procedures. 


. The Government of the Russian Federation is to 


grant AMO ZIL a loan in the established order from 
the federal budget in 1994 in the amount of R150 
billion for the conduct of structural reorganization. 


[Signed] B. Yeltsin, president of the Russian Federation 
Moscow, the Kremlin 

23 September 1994 

No. 1937 
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Theses for Third Congress of Manufacturers 


944Q0595A Moscow DELOVOY MIR in Russian 
14 Sep 94 pp 1,2 


[Independent expert appraisal: “On the Situation in the 
Russian Eco, omy. Theses to the Third Congress of 
Commodity Producers of Russia” 


([FBIS Translated Text] The official statistical data pub- 
lished in the middle of the year are like formal evidence of 
the appearance of signs of improvement in the economic 
situation as compared to the beginning of the year, which 
apparently gave the government grounds for announcing 
the beginning of emergence from the crisis. The decline of 
industrial production has come to a halt and in recent 
months it has begun to increase by 1-2 percent per month. 
Rates of inflation decreased during July-August to 5 
percent per month. Attention is drawn to the fact that the 
real incomes of the population are holding at the level of 
110-112 percent of last year. 


But, in our opinion, these figures not only do not mean any 
kind of “stabilization” in the economy but, on the con- 
trary, they mask the beginning of a new stage of the crisis, 
increased degradation of commodity production, and the 
appearance of new threats on a nationwide level. 


Theses 


1. “Stabilization” of production. In spite of the govern- 
ment’s announcement, in reality there has been no 
stabilization in the economy since the mandatory signs 
of it are the formation of pockets of growth in the 
processing branches, invigoration of investments, and 
growth of monetary incomes in commodity production. 
Instead, in recent months there has been a structural 
depression caused by suppression of inflation and char- 
acterized by: freezing of the volumes of production at a 
critically low level; a sharp deterioration of the financial 
situation of the commodity producers; a preservation of 
the tendency toward decline in key sectors of the pro- 
cessing industry, including production of investment 
equipment, household equipment, fabrics, clothing, and 
footwear. Thus in industry the output of products in 
comparable amounts is less than 50 ercent of 1990, in 
machine building—less than 40 pe.vent, and in light 
industry—less than 30 percent. The level of loading of 
production capacities declined to 40-45 percent, and in 
machine building—to 30-35 percent. 


According to predictions, if the current priorities in the 
government economic policy are retained, the decline of 
production in 1995 will be 9-10 percent of the GNP. 


2. Mass shutdown of enterprises, including large struc- 
ture-forming productions, is still a key problem today. 
Under the conditions of the universal shortage of mon- 
etary funds, the continuing price disproportions, the 
increased interest rates and the foreign exchange rate, 
restrictions on demand are in no way reflected by the 
real demand in the economy for produced resources. 
Long periods of down time are observed each month at 
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approximately 5,000 enterprises, which is almost double 
the level at the beginning of last year. In the system of 
reproduction a number of vitally necessary sectors have 
been excluded: agricultural and construction-road 
machine building, instrument building and electrical 
equipment, the production of pipes, plastics, and chem- 
ical fibers, clothing, footwear, etc. This situation is 
becoming dangerous since the deformed structure of the 
economy that developed as a result of the crisis of 
recession is being reinforced through price and financial 
proportions and through the replacement of domestic 
goods with imported ones. 


Under these conditions, in the absence of stable, struc- 
turally effective export items, the economy loses its 
ability for self-reproduction, which presents a long-term 
nationwide threat. 


3. The financial position of the commodity producers has 
deteriorated to the critical level. Because of the decline 
of profitability and liquidity provoked by the govern- 
ment’s financial policy and the increased tax pressure on 
the commodity producers after the payment of taxes, no 
more than 6-7 kopeks in profit are left out of every | 
ruble of output, which is not enough even to maintain 
simple reproduction. Defaulted accounts payable 
increased from January through August of this year from 
63 percent of GNP to 105-110 percent of GNP and they 
are continuing to grow. 


4. Bankruptcy. The situation with the potential bank- 
ruptcy of enterprises is getting out of the control of both 
the government and the commodity producers them- 
selves. No less than 70 percent of the industrial enter- 
prises meet the criterion established by the government 
for bankruptcy according to the level of current liquidity. 
Under these conditions the selection of bankrupt enter- 
prises becomes a sphere of administrative arbitrariness. 


Commodity producers are deprived of real instruments 
for organizational transformations and improvement of 
production. The creation of financial-industrial groups 
and other corporative structures capable of providing for 
an influx of investments and retaining the country’s 
scientific-technical potential and work places is artifi- 
cially blocked. 


Taking into account the design for the second stage of 
privatization and “‘selective” (at the discretion of the 
bureaucrats) bankruptcies, there is an increased danger 
of confrontation regarding issues of dividing up property 
and redistributing national wealth. 


5. Unemployment. In the middle of the year (July), 
according to data from the State Committee on Statis- 
tics, the number of unemployed was 4.6 million, that is, 
6 percent of the active population. By the end of the year 
it is predicted to be at the level of 6-7 million (8-9 
percent). Taking part-time employment into account 
(4-5 million) the number of people partially and fully 
unemployed will reach 10-11 million by the end of the 
year, that is, 14-15 percent of the active population. 
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Taking into account the existing regional differentiation 
of employment in regions of primarily machine building 
and textile orientation and also in regions with a pre- 
dominance of city-forming enterprises, unemployment 
could reach 15-20 percent, and taking part-time employ- 
ment into account—25 percent. And resources of the 
State Unemployment Fund make it possible to finance 
only a 3-4 percent level of unemployment. 


This means that unemployment could become a national 
disaster, the burden of which will lie primarily on 
industrially developed regions. 


6. Loss of the domestic market. For domestic commodity 
production the intra-Russian market has already been lost 
with respect to many items. In particular, this pertains to 
light industry goods and complicated household equipment, 
the proportion of which during the 1980's amounted to 
13-15 percent of the commodity turnover, and now has 
reached 40 percent. Next in line is the market for metal 
processing equipment, whose imports are increasing while 
the domestic production is declining steadily. The govern- 
ment export-import policy has placed domestic commodity 
producers in a position they know to be disadvantageous 
and has contributed to making a large share of the products 
from the domestic processing industry unable to compete on 
the domestic market. 


Thus the economic policy that is being pursued leads to 
loss of jobs in our own country and stimulation of 
employment abroad. 


7. Loss of scientific-technical potential. The output of 
high-technology and science-intensive items is 
decreasing at extremely rapid rates in practically all 
branches of industry. Thus while during 1991-1993 the 
production of metal-cutting machine tools decreased by 
a factor of 1.9, the production of machine tools with 
numerical program control decreased by a factor of 11.9. 
The updating of machine building products has slowed 
up drastically: The number of newly assimilated types of 
technical equipment decreased during 1991-1993 by a 
factor of 1.5 and the number of outdated models 
removed from production—by a factor of 2.2. 


The economy is rapidly and irreversibly losing both its 
remaining technological reserves and its potential for 
creating them. These processes undermine the strategic 
foundations of future effective modernization of 
machine building in the national economy as a whole. 


8. Loss of investment potential. The decline of invest- 
ments has reached an unprecedented scale. Production 
capital investments, according to predictions, this year 
will be about 30 percent of the 1990 level, and in 
machine building, light industry, construction, and agri- 
culture—10-15 percent. Because of the four-year invest- 
ment decline, reserves in which investments have been 
made for the next 7-8 years have been practically lost. 


Even now, as a result of underinvestment, losses of 
production apparatus (reduction of capacities) as com- 
pared to 1990, according to estimates, will be about 15 
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percent, that is, with existing capital under the most 
favorable conditions it is possible to provide for no more 
than 85 percent of the output of the pre-crisis level. The 
rest of the capital is rapidly deteriorating: Wear and tear 
increased from 46 percent in 1990 to 52 percent by the 
beginning of 1994. 


In reality, because of the investment crisis, the economy 
has been thrown back more than 10 years. 


9. Foreign debt. The country is on the threshold of uncon- 
trollable growth of foreign debt, whereby expenditures on 
servicing it will be covered largely through new foreign 
credit. While at the beginning of 1993 the foreign debt 
amounted to $80 billion, by the middle of this year it will 
approach $85 billion. This is taking place in spite of the fact 
that exports significantly exceed imports, amounting to 
about $10 billion during seven months of 1994. Foreign 
trade has become the main sphere for theft and losses of the 
country’s national wealth: According to estimates, up to 40 
percent of the imports and 10-12 percent of the exports were 
not fully accounted for and large amounts of foreign 
exchange continue to be shipped abroad. 


10. Formation of incomes of the population. With an 
overall stabilization of the level of real incomes of the 
population, their redistribution among the various social 
groups is increasing. Incomes of the population are 
increasingly being formed through credit-financial oper- 
ations, operations involving real estate, and generally 
through mediation and entrepreneurship which, as a 
cule, does not involve the production of goods and 
services and does not stimulate economic development. 
According to data of the State Committee on Statistics, 
the proportion of wages in the aggregate incomes of the 
population is decreasing sharply, from 67 percent in the 
first half of last year to 50 percent this year. 


11. The failure to execute the federal budget has greatly 
exacerbated the situation in the economy and caused an 
escalation of nonpayments. According to data from the 
Ministry of Finance, during the first half year the receipt 
of taxes and payments amounted to 64 percent of the 
planned volume, which led to interruption in the 
financing of the most important state programs. The 
half-year plan for financing the national economy was 
fulfilled by 62 percent, state investments—64 percent, 
and science—68 percent. The shipment of resources to 
the northern regions was interrupted: Financial support 
for northern territories was provided only by 44 percent 
of the planned volume. 


It should be noted that the existing practice of developing 
and executing the budget is out of touch with economic 
realities. Within the framework of this practice the govern- 
ment has become the main insolvent partner and the main 
source of escalation of nonpayments. 


12. Government actions. Apparently, based on data from 
official statistics, the government has chosen the tactic of 
avoiding the most immediate threats related to the 
decline of production and solving problems of social 
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guarantees and unemployment. Although the decline of 
production is a result of the government economic 
policy, the negative social consequences of the aggra- 
vated financial-production problems—nonpayments, 
unloaded capacities, release of work force, etc.—have to 
be combated by the regions and commodity producers 
independently. 


It should be stated that at the present time the govern- 
ment has shifted to a practice of “emergency measures” 
without having an integrated plan of anticrisis actions. 
The initial points of reference in stabilization of the 
economy this year, earmarked during the development 
of the draft budget, have disappeared: Production has 
been cut by half and capital investments have been three 
times greater than anticipated. Instead of the “invesi- 
ment oriented” maneuver adopted by the government 
and approved by the president and the Federal Assembly 
upon adoption of the budget, there is a gigantic failure in 
this particular sphere of the economy. The decline of 
production and investments is even greater than the 
indicators of the projected version of the “strict financial 
policy,” which in the report of the Ministry of Eco- 
nomics (March 1993) was characterized as “without 
prospects” and “socially unacceptable.” 


The introduction of bills of exchange as an instrument 
for regulating indebtedness is possible only by normal- 
izing the reproduction of working capital, the credit 
mechanism, and profitability. Otherwise this will lead to 
the creation of one more “financial bubble,” the appear- 
ance of a new sphere of financial speculation, an increase 
in the danger of mass bankruptcies of enterprises and 
banks, and conflicts among one another. 


All this devalues the efforts to develop edicts and decrees 
regarding particular problems. The adoption of uncoor- 
dinated edicts that are not based on an integrated plan of 
actions and do not take the real situation in the economy 
into account only discredit the executive power. 


Summing up what has been said, we consider it necessary 
to remind people that the economic reform began under 
slogans of growth of the effectiveness of the economy 
and improvement of the standard of living and the 
well-being of the people. Pursuing goals that were com- 
prehensible and close to everyone, it gained support and 
understanding in society, which was confirmed by the 
April 1993 referendum. 


But today’s crisis situation in the economy and the 
threatening nature of social programs show that the 
government’s actions are running counter to society’s 
expectations. 


We have repeatedly drawn attention to the growth of 
negative tendencies in the economy, warned about their 
dangerous social consequences, and proposed to the 
government alternative approaches to solving problems 
and ways of implementing them. 


Our position was formulated in the decisions of the 2d 
Congress of Commodity Producers of Russia, “Declaration 
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of the Rights of the Commodity Producers of the Russian 
Federation,” the joint report of the FTR and INP [expan- 
sions not identified] of the Russian Academy of Sciences. 
“The Economy of Russia in 1994: Analysis and Prognosis,” 
and the “speech that was never heard” by Sergey Glazyev at 
the expanded meeting of the government on 15 July of this 
year, the text of which was published in the press, and other 
materials. 


There is no way out of the situation that has developed in 
the Russian economy without developing a systemic 
approach to the strategy and tactics of reform. It should 
also be based on such requirements of economic policy 
of the transition period as: 


—maintaining production at the level that is critically 
necessary for its restructuring, renewal, and technical 
modernization. It is estimated at 50-60 percent of the 
load of the capacity; 


—protecting the domestic market with respect to com- 
peting imports, above all machine building products; 


—forming domestic financial resources in production 
that are sufficient for updating it. Creating macroeco- 
nomic conditions for the growth of profitability and 
financial accumulations in industry. Mobilizing bank 
resources for investments; 


—protecting and using the investment and scientific- 
technical potential, 


—forming institutional investors, above all large corpo- 
rations that have capabilities of effectively mobilizing 
economic resources. 


The 3d Congress of Commodity Producers of Russia 
which will take place this month should define its 
position regarding the essence of the problems facing us. 


The published theses have been prepared by a work group of 
the congress under the leadership of Yu. Skakov and S. 
Glazyev with the participation of the chairman of the 
Committee on Privatization of the State Duma and the 
Federal Assembly of the Russian Federation, S. Burkov, the 
chairman of the Subcommittee on the Budget of the State 
Duma, Doctor of Economic Sciences O. Dmitriyeva, leader 
of the analytical subdivision of the Russian Academy of 
Sciences, and Candidate of Economic Sciences A. Belousov. 


Late September Statistics on Energy Prices 


954Q0001A Moscow DELOVOY MIR in Russian 
28 Sep 94 p 2 


{Unattributed article: “The Fuel and Energy Complex: 
September Prices’’] 


{[FBIS Translated Text] The Center for Study of Eco- 
nomic Conditions of the Russian Federation reports that 
on the basis of operational data released by state statis- 
tical organs, the following occurred in the first half of 
September: 
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—the level of inflation and the rise in average prices of 
all producing enterprises for main types of energy 
resources were about the same and came to 2.9 and 2.8 
percent, while in the period from the start of this year 
the inflation index rose somewhat more slowly than 
the rate at which the price of energy resources 
increased—by a factor of 2 and 2.4 correspondingly; 


—rates for electric power continued to rise faster (3.9 
percent) than prices for products of the oil refining 
industry (2.1 percent) and for raw energy sources (1.7 
percent); 


—the rate of increase in prices of enterprises producing 
motor vehicle gasoline was double that of the rise in 
retail prices for it. 


More detailed data are cited below. 


Against a background of relative stability of prices for 
petroleum products in August, a substantial increase in 
them was noted in the first half of September. There was 
a marked rise in prices for lubricants—6.4 percent, fuel 
oil—3.3 percent, and asphalt—2.5 percent. 


The average prices of enterprises making petroleum 
products are quite different in various economic regions 
for the same products. The gap in prices for fuel oil, for 
instance, amounted to a factor of 2.8. In the . ar Eastern 
region, for example, the price of one tonne is R1 41,000, 
in the East Siberian region it is R51,000 with the average 
price in Russia being R64,000. This difference in prices 
for lubricants (R854,000 in the Northwestern region and 
R331,000 in the Volga region, with the average price in 
Russia being R408,000 per tonne) and for asphalt 
(R157,000 in the Far Eastern region and R60,000 in the 
Central region with the average price in Russia being 
R75,000) amounted to a factor of 2.6. 


Since the beginning of the year the greatest increase in 
prices was for lubricants, which grew by a factor of 2.5. 
Price for fuel oil and asphalt more than doubled, and 
those for motor vehicle gasoline and diesel fuel rose by a 
factor of 1.7. 


The largest gap in price levels for consumers and pro- 
ducers of gasoline was noted at enterprises of Volgograd 
Oblast (by a factor of 3.1) and of Moscow (by a factor of 
3). The smallest gap was at enterprises of Orenburg 
Oblast (by a factor of 1.8). 


In the first half of September a rise in rates for electric 
power was noted in West Siberian region—by 15.3 
percent (including Kemerovo Oblast—by a factor of 
1.8), in North Caucasus region—by 8.9 percent (includ- 
ing the Karachayevo-Cherkess Republic—by a factor of 
1.6, the Adygey Republic and Krasnodar Kray—by a 
factor of 1.3), Volgo-Vyatka region—by 7.8 percent 
(including Nizhniy Novgorod Oblast—by a factor of 
1.2). Rates remained practically at the August level in the 
north, northeast, central Chernozem, east Siberian and 
Far East economic regions. 
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On the average the cost per thousand kilowatt-hours of 
electric power came to R55,000 in the Russian Federa- 
tion. The highest rates were recorded at electric power 
stations in the central Chernozem region at R65,000, 
while the lowest rates were found at electric power 
stations in the western Siberian region—R 26,000. 


Gerashchenko Speech on Monetary Policy 


954Q0002A Moscow BIZNES I BANKI: BANKOVSKAYA 
GAZETA in Russian No 38, Sep 94 pp 1-2 


{Article prepared specially by the ITAR-TASS Far 
Eastern Department for BIZNES I BANKI: “The Mon- 
etary-Credit System in Russia in the Transition Period: 
Report of V.V. Gerashchenko, Chairman of the Central 
Bank of the Russian Federation, at the First Interna- 
tional Congress in Vladivostok ‘For Cooperation in the 
Pacific Rim—Bank Trust and Guarantees’ (Abridged 
Version)’’] 


{[FBIS Translated Text] The radical economic reforms 
conducted in Russia during the last two and a half years 
inevitably also affected the monetary-credit sphere and 
made it necessary to develop new directions in mone- 
tary-credit policy adequate to the conditions of the 
transition period. Within the framework of a strategy 
coordinated with the government, methods and instru- 
ments of monetary-credit regulation were formulated 
that are new for Russia and made it possible to achieve 
an abatement of inflationary processes and an improve- 
ment in the functioning of the two-level banking system 
that is taking shape. 


The specific positive results of conducting a moderately 
tough monetary-credit policy already clearly appeared in 
the first half of 1994. The rate of inflation slowed down 
for the first time in the years of economic reforms, not 
exceeding the 5-6 percent level in the summer of this 
year. 


An analysis of the situation in the monetary market of 
Russia makes it possible to forecast inflationary expec- 
tations that should not exceed 7-8 percent before the end 
of 1994. 


A sharp reduction in the inflation index in the first half 
of this year of up to 180 percent against 318 percent for 
the corresponding period of 1993 occurred as a result of 
the implementation of balanced measures on restriction 
of the monetary factors of inflation that were developed 
by the Central Bank of the Russian Federation. 


Given the stipulated first quarter limits on the scale of 
R7.2 trillion, and the second quarter of R9 trillion, the 
money supply index totaled R3.4 and R4.7 trillion 


respectively. 


For purposes of limiting the inflationary effect of the 
budget deficit on the economy, the Central Bank of the 
Russian Federation established a quarterly limit on the 
scale of credits being granted an expanding government, 
and also quarterly limits on credits aimed at covering the 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 

















22 RUSSIA 


cash deficit of the budget of an expanded government 
and financing the federal budget deficit. 


The limitation of the financial deficit of the federal 
budget with quarterly limits, together with broader use of 
the issuance of securities in comparison with previous 
years, made it possible to restrain the growth in state 
expenditures and an increase in the money supply in 
circulation. The first real steps to shift to inflationary 
methods of financing the budget deficit were taken as 
early as 1993. In particular, the issuance of state securi- 
ties was expanded by means of the release of state 
short-term bonds and gold certificates. However, income 
from these operations in the previous year amounted 
only to R180 billion, which made it possible to cover less 
than | percent of the volume of the budget deficit. As 
before, credits of the Bank of Russia played a main roie 
in financing the republic budget deficit (60 percent of the 
budget deficit). This year the practice of the govern- 
ment’s borrowing on the financial market will be acti- 
vated, and in this way it is planned to finance the federal 
budget deficit on the order of 5 percent. 


An important instrument of money-credit regulation by 
the Central Bank of the Russian Federation in the 
transition period was the policy of refinancing commer- 
cial banks. Central credits were granted commercial 
banks for specific purposes primarily on the decision of 
the Government Commission on Credit Policy Ques- 
tions, taking into account the tasks of economic policy. 
In 1993 the total volume of centralized credits for 
commercial banks was on the order of R9.7 trillion. 
Economic priorities determined the allocation of more 
than 60 percent of centralized resources to the agro- 
industrial complex and for financing the early shipment 
of commodities to areas of the Far North. The portion of 
centralized resources allocated to industry, transport, 
and trade did not exceed 20 percent. 


The main part of the credits from the centralized funds 
of the Bank of Russia was granted on favorable terms. At 
the same time, the extension of credits of commercial 
banks was conducted at the rate of refinancing of the 
Central Bank of the Russian Federation, and the differ- 
ence between it and the favorable rate was reimbursed 
principally from profits of the Bank of Russia. A decree 
of the government concerning a change in the favorable 
extension of credit was adopted on 25 September 1993 
with the purpose of increasing the validity of an appeal 
for centralized credits and stimulating their purposeful 
direction, effective use, and timely repayment. 


In the transition period the Central Bank of the Russian 
Federation adhered to a flexible interest rate policy, 
reacting quickly to the si‘uation on the interbank market 
and changing the rate of refinancing depending on the 
movement of rates on this market. According to a 
statement of the Central Bank of the Russian Federation 
and the government signed in 1993 and 1994, the rate of 
refinancing of the Bank of Russia, starting 15 June 1993, 
was established at a level not lower than 7 percentage 
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points of the basic interbank market interest rate, and in 
1 April 1994 the size of the gap was reduced to § 
percentage points, which indicates a strenythening of the 
market trend of the interest rate policy of the Central 
Bank of the Russian Federation. As practice has shown, 
the envisioned parameters were observed. 


The continuous increase in interest rates on the inter- 
bank market that was observed during 1993 changed 
with their lowering in the first half of this year, which 
created an opportunity for lowering the rate of refi- 
nancing of the Central Bank of the Russian Federation 
for the purpose of conducting a more flexible interest 
rate policy. As a result. after the second quarter of 1994 
the rate of refinancing in effect fell fromm 210 percent at 
the end of April to 130 percent at the end of August. 


Centralized credits played a definite role in the develop- 
ment of the credit market of the country, in the resolu- 
tion of the question of supplementing the resource base 
of commercial banks, and in the use of centralized 
resources for purposes of financing the economy. How- 
ever, the directive procedure of distributing centralized 
resources suffered from certain shortcomings. Despite 
the special purpose nature, centralized credits actually 
were “without an address” because of a lack of attention 
to analysis of the condition of the borrower and valid 
requirements for credits. The situation became aggra- 
vated by the passive role of commercial banks, which 
were a kind of a “relay” that wis not interested in 
monitoring the effectiveness of the use of centralized 
credits. As a result, an unfavorable situation with the 
return of resources received was created. 


The significant proportion of overdue indebtedness in 
centralized credits, including those that were hopeless, 
made it necessary to find more effective forms of distrib- 
uting centralized credits. One of these was the organiza- 
tion of credit auctions. The Central Bank of the Russian 
Federation initiated work on the conduct of credit auc- 
tions in 1993. In the first quarter of 1994 it activated its 
own efforts in this direction. The first auction was 
conducted on 28 February 1994, immediately after 
which there followed a series of monthly auctions. While 
at the first auction the total refinancing auction credits 
was estimated at R70 billion, this more than doubled in 
an auction held on 27 July 1994 and amounted to R120 
billion, but the total of credits actually granted commer- 
cial banks grew from R44.9 billion to R118.5 billion 
respectively. In the July auction 83 percent of the appli- 
cations were satisfied, in comparison with 62 percent in 
the first auction. The average price of sold credits 
amounted to 213.6 percent and 90 percent respectively. 
The July auction was organized according to the Holland 
system, which does not recommend the establishment by 
the Central Bank of a minimum interest rate. 


An evaluation of the results of the credit auctions conducted 
makes it possible to arrive at a conclusion on the formation 
in Russia of a unified all-Russian market of interbank 
credits and the continuous growth of the share of centralized 
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credit resources that are distributed by means of auctions in 
the combined volume of refinancing. 


The activation of the practice of auctions will make it 
possible to impart objectivity and an impersonal char- 
acter to the credit activity of the Bank of Russia, and at 
the same time broaden the access of commercial banks to 
centralized credit resources on a competitive basis. Thus 
in the first half of 1994 a tendency was noted to supplant 
the directive distribution of centralized credits with the 
market mechanism. 


The expansion of a very mobile and saturated credit market 
predeiermined a decrease in the market of deposit invest- 
ments and caused a worsening of its economic situation. 
The natural consequence of this was a growth in the cost of 
deposits, which is sharply contrasted by a decrease in the 
level of rates for interbank credits. 


During the last two years the Bank of Russia employed an 
important instrumert of monetary-credit regulation, the 
establishment of mandatory reserve norms. Monitoring 
the appropriate fulfillment of mandatory reserve norms, 
conducted on a monthly basis, was entrusted to the Main 
Administration of the Central Bank of the Russian Feder- 
ation. Measures of influence were applied to commercial 
banks that committed infractions in transferring resources 
to the mandatory reserve fund in the form of fines and 
increasing the scale of deductions. In 1993 the Central 
Bank of the Russian Federation did not revise the reserve 
requirement norms. However, to increase the effectiveness 
of the mechanism of reserve requirements the Bank of 
Russia coinpleted the preparation of a draft statute on the 
procedure for forming a mandatory reserve fund. The new 
statute made it possible for the Central Bank of the 
Russian Federation to more flexibly approach the forma- 
tion of the fund and expand the rights and responsibility of 
commercial banks for its formation, and strengthened the 
interconnection of mandatory reserve normatives with 
changes in the economy and the directions of monetary- 
credit policy. 


A basis was created in 1993 for the employment of an 
effective instrument of monetary-credit regulation— 
operations on the open market. The first issue of state 
short-term bonds [GKO] was held on 18 March 1993. 
For the entire period of existence of the GKO market, 15 
issues of three-month GKO’s and six issues of six-month 
GKO’s were conducted. The combined nominal volume 
of the GKO’s in circulation totaled R4.5 trillion on | 
September 1994. The clear gain from the disposition of 
the GKO’s for the entire period of their existence, which 
was valued on a scale of R3.2 trillion, was transferred to 
the republic’s budget. 


The results of the functioning of the GKO market attests 
to the continuous growth of trust in them on the part of 
commercial banks, which is reflected in the quick 
increase in the volume of auctions. Thus in the first 
auction for floating GKO’s in May 1993, bonds were 
sold in the amount of R885 million, in three auctions in 
August 1994—R_1.5 trillion. 
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The attractiveness to investors of GKO’s is conditioned 
by their high level of liquidity, the market principle of 
ascertaining profitability, and firm trust in the GKO 
market, which makes it possible to evaluate the pros- 
pects for their development positively. The secondary 
GKO market is expanding along with the primary 
market, and its circulation at present amounts to R800 
dillion per week, including the volume of operations of 
the Central Bank of the Russian Federation—R200 
billion per week. The regulating operations of the Bank 
of Russia on the secondary market consist mainly of 
ironing Out temporarily adopted imbalances in supply 
and demand. 


In 1994 the Central Bank of the Russian Federation 
developed and adopted the concept of circulation of 
notes in Russia in accordance with which solvent enter- 
prises have the opportunity to attract short-term credit 
of commercial banks by means of discounting notes. On 
their part, commercial banks will be able to rediscount 
the notes in the Central Bank of the Russian Federation. 


The new sphere of activity of the Bank of Russia in 1994 
is the use of such an instrument of “fine tuning” as a 
REPO [sale and repurchase agreement] operation. 
Simultaneously with the creation of the REPO market, 
the Central Bank of the Russian Federation plans to 
grant commercial banks very short-term credits for tech- 
nical needs and for purposes of financing debit balances 
of correspondent accounts. The same kind of credit will 
be granted with the help of so-called pawnshop opera- 
tions; that is, on the pledge of securities. The first type of 
securities that could be pledged to the Central Bank of 
the Russian Federation apparently will be GKO’s. 


Use of the auction form of distribution of centralized 
resources, the development of operations of the Bank of 
Russia on the open market, and the shift to a flexible 
policy in the sphere of establishing refinancing rates 
indicates the formation of regulating mechanisms that 
are fundamentally new for Russia in the credit-monetary 
policy area. 


The definite stabilization of the currency market made it 
possible to render the situation in the foreign economic 
sector more predictable, which, together with the mea- 
sures undertaken by the government for perfecting for- 
eign policy activity, promotes the development of 
export-oriented branches and production and a rational- 
ization of policy in the sphere of imports. Preconditions 
are being established for augmenting the country’s cur- 
rency reserves which in a certain measure will ease the 
acuteness of the problem of regulating the foreign indebt- 
edness of the country. 


Simultaneously with the process of intensifying eco- 
nomic reforms and developing market relations in the 
Russian Federation, the formation of the two-level 
banking system has continued. It has expanded owing 
both to the opening of new banks and also as a result of 
the opening of branches of already established banks. On 
1 August 1994, 2,351 commercial banks with 5,210 
branches were registered. 
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Appreciable changes were noted in the last year and a 
half in the structure of the banking system of the country. 
The proportion of the number of commercial banks with 
authorized capital on the order of R100 billion and more 
grew to 80 percent. This indicates that there is a gradual 
improvement in the banking system, that the dispersal of 
capital to small banks in an unstable financial position is 
being surmounted, and that commercial banks are con- 
ducting work to increase their capital authorization. The 
decision of the Central Bank of the Russian Federation 
to increase the minimum authorized capital starting on | 
July 1993 to R100 million, and starting | March, up to 
R2 billion, had a big influence on reducing the number 
of small banks. Quarterly corrective coefficients were 
also established that ensure a level of the minimum sum 
of authorized capital of newly registered banks equiva- 
lent to | million ECU. By | January 1999 commercial 
banks will increase authorized capital to a level equiva- 
lent to 5 million ECU; that is, a level that corresponds to 
international standards. As a result of the adopted mea- 
sures, the stability of the banking system as a whole, as 
well as of its secondary level in particular, will be 
ensured. 


An increase in the business activity of commercial banks 
was noted in the first half of 1994. During the indicated 
period their credit investments nominally increased by a 
factor of 1.6 and reached R38.9 trillion on 1 June 1994. 
Short-term credits, whose share exceeded 96 percent of 
the volume of granted loans, predominated in the struc- 
ture of credit investments of commercial banks. The low 
share of long-term credit investments is a result of their 
ineffectiveness under inflationary conditions. 


With the development of market relations, interest has 
grown in opening branches and departments of foreign 
banks. At the present time !7 banks with foreign partic- 
ipation are functioning on the territory of the country; 
moreover, nine are with 100 percent participation of 
foreign capital. With proper regulation, the activity of 
foreign banks in Russia could have a positive effect on 
both the economic situation in the country as a whole 
and the development of market banking services. 


The undoubted positive changes observed in the postre- 
form period in the monetary-credit sphere were not 
accompanied by similar achievements in the economic 
sphere. The situation in the economy was characterized 
by a continuous slump in production. A reduction in 
GDP of 17 percent in real calculations in comparison 
with the 1993 level was noted. 


The main trends characterizing the situation in the 
economy of Russia reflect, in generalized form, the 
processes of changes in the volume and structure of 
GDP. The continuing increase since 1992 in the propor- 
tion of services in GDP, with a simultaneous reduction 
in the proportion of commodity production, is of a 
positive nature on the whole. However, these changes in 
the structure of GDP are caused not so much by an 
increased volume of services as by a drop in material 
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production in the branches. The services structure is 
changing: The volume of financial, insurance, and mid- 
dleman services, and also organizational services associ- 
ated with the functioning of the financial market, 1s 
growing at a faster rate. 


In the first half year in the structure of final utilization of 
GDP, the share of consumption increased by 11.2 per- 
centage points; moreover, primarily in the housekeeping 
sector. 


The downturn in the investment sphere and the demand 
limits for domestic products are determining the trend 
toward a reduction in the first half of 1994 of the share 
of the gross accumulation in the GDP structure of up to 
24 percent, in comparison with 25 percent in 1993 and 
32 percent in 1992. 


As a result of implementation of the program of priva- 
tization of state property, some changes are being noted 
in the structure of GDP with regard to forms of property. 
Thus in the first half year of 1994 the portion of added 
value of nonstate enterprises amounted to 58 percent of 
GDP, as against 52 percent in 1993. 


Suppression of the gross demand of the main economic 
agents led not only to a substantial slowdown in the rates 
of inflation but also entailed a slump in production. The 
most serious situation developed in industry. In the first 
half of this year the output of industrial products 
decreased by 26 percent in comparison with the same 
period in 1993. The slump affected to the greatest degree 
those industrial branches that determine the develop- 
ment of the investment sector of the economy and its 
scientific-technical potential. 


The slump in production has enveloped a majority of the 
industrial sectors of the economy. Under these condi- 
tions the real threat that it will reach critical parameters 
in 1994 is being created. 


The slump in industrial production is occurring against 
the background of a significant decrease in investments 
in the economy, which in the first six months of 1994 
amounted to 27 percent, including in the production 
sphere—37 percent. Capital investment in the construc- 
tion of facilities in the production sphere decreased by 
12 percent. 


State investment policy directed at surmounting the 
profound decline in investment activity and restoring 
economic growth should be an important factor in the 
support of economic reforms in Russia at the present 
time. As the results of the last two years show, it is not 
possible to resolve the problem of economic stabilization 
only by monetary-credit regulation. In the opinion of the 
Bank of Russia, it is necessary to start to elaborate and 
implement a deliberate and purposeful state policy of 
structural restructuring. 
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Prime Minister Shokhir on Recent Edicts 


944E1214A Moscow DELOVOY MIR in Russian 
22 Sep 94 p 1 


[Report on press conference given by Deputy Prime 
Minister Aleksandr Shokhin, by DELOVOY MIR corre- 
spondent Vladimir Zhuravlev; place and date not given: 
“Aleksandr Shokhin: The Engine of Innovation Is the 
Fifth Ruble’”’] 


[FBIS Translated Text] Deputy Prime Minister 
Aleksandr Shokhin held a press conference in which he 
reported on the package of economic edicts Russian 
Federation President Boris Yeltsin signed in Sochi during 
the meeting with Viktor Chernomyrdin. 


Being one of the authors of these edicts, Aleksandr 
Shokhin explained that what we have here are opera- 
tional decisions aimed at overcoming the nonpayments 
crisis and activation of investment processes... 


In the deputy prime minister’s opinion, the nonpay- 
ments problem has many aspects, and is not limited to 
goods producers and consumers but also stems from the 
imperfection of the arbitration mechanism. In order to 
have arbitration involved in the resolution of a dispute, 
a fee equal to 10 percent of the claim amount has to be 
paid. Not only large joint-stock companies but also 
medium-size and small bus’nesses frequently cannot 
afford this kind of money these days. So they get busy: 
Some enter barter deals bypassing the tax inspectorate, 
some openly choose the road of crime. 


The deputy prime minister dwelled in detail on the edicts on 
private investment in the Russian Federation and financial 
leasing. The thrust will be toward not priority directions per 
se but the most effective projects. The government guaran- 
tees support to concerns, joint-stock companies, and other 
producers of goods by adding a fifth ruble to each four 
invested. Methods of identifying “elite projects” have been 
worked out, which should rule out bureaucratic arbitrari- 
ness and lobbying. This will bring order to taxation, accel- 
erate adaptation to the market, and help solve social prob- 
lems—in particular, reduce unemployment. Among the 
proposals are competitive distribution of investment and 
bonuses to leading projects totaling 0.5 percent of the gross 
domestic product, as well as providing credit for winning 
investors for two months, both in rubles and in hard 
currency, which will become a government guarantee in 
kind. Other preferences also are envisaged—for instance, 
the possibility of selling some of the state-owned stock to 
investors or other persons. The edict on financial leasing is 
a supplement to draft laws on leasing and leasing relations. 
It envisages stimulation of leasing and its regulation. 


Journalists asked Aleksandr Shokhin many questions, 
including about the draft law on the temporary procedures 
with respect to the consumption fund. I want to note that 
this issue is of concern literally to everybody. Not acciden- 
tally, a few days ago I witnessed a discussion that broke out 
at the meeting of the Russian trilateral commission on 
regulation of social and labor relations supervised by 
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Deputy Prime Minister Yuriy Yarovoy. Speaking at this 
meeting, commission member Igor Shchurchkov, 
chairman of the State Committee on Industrial Policy, 
cited these facts. The average wage in industry as a whole 
is R1 70,000, but in the fuel and power generation sector it 
is R1.5 million. Why? The hydroelectric and nuclear 
power stations were built by the entire country, and now, 
by jacking up prices for their output, the fuel and power 
generation sector lives better than others. Actually, other 
examples may be cited as well, where enterprises skip 
payments to the budget and instead use the money to 
increase the payroll fund and social sphere at the expense 
of production needs. The Russian Federation president's 
edict, which demands regulation of this issue, has already 
gained supporters. Without getting into polemics. 
Aleksandr Shokhin urged everyone to attentively read the 
edicts, which, because of failure to understand their con- 
tent, are being incorrectly interpreted by both opponents 
and members of the democratic camp. 


Institute of Economic Analysis Briefing 


944E1214B Moscow DELOVOY MIR in Russian 
22 Sep 94 pl 


(“Own Information” report: “Inflation Potential Growing”) 


[FBIS Translated Text] For about two years the Working 
Center for Economic Reforms held briefings, popular 
among domestic and especially foreign journalists, on the 
current economic situation in the country. They were held 
by prominent economists-analysts Andrey Illarionov, 
Richard Leyard (London), and their colleagues at the center. 
From now on such briefings will be conducted by the 
just-organized Institute of Economic Analysis and Eco- 
nomic Research Center of the London School of Economics. 


The new institute’s director, A. Illarionov, said at the 
briefing on Monday that the institute is an independent 
nonprofit organization engaged in analysis of the mac- 
roeconomic situation in the country and macroeconomic 
policy. Its staff consists of only about 15 economists and 
other staff members. Briefing attendees were presented 
with the current monthly issue of RUSSIAN ECO- 
NOMIC TRENDS—a quarterly analytical-statistical 
magazine well known in economist circles. 


Commenting on the statistical data for January-August 
1994, both organizers of the briefing pointed out that 
despite having achieved a decline in the inflation rate, 
the danger of a rise in it persists. Russia, which in the 
past set the example in moving along the road of finan- 
cial stabilization, is now falling behind its neighbors such 
as Ukraine, Kirgizia [Kyrgyzstan], and Moldavia 
[Moldova] in this endeavor, and over the past few 
months even behind Azerbaijan and Armenia. 


Leaving other factors aside, the threat comes first and 
foremost from an obvious relaxation of the monetary 
policy. In July the federal budget deficit increased to 
15-17 percent of the gross domestic product, and Central 
Bank credits increased by 14 percent (the main direction 
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of expenditures: the economy and maintenance of the 
administrative apparat). Summarily R25 trillion in 
credits has already been issued since the beginning of the 
year, and since the parliament set a limit of R36 trillion 
on credit issuance, that leaves only R11 trillion until the 
end of the year. 


The briefing organizers believe that a serious factor in 
the exacerbation of the inflation threat is the policy of 
the Central Bank, which is actively buying up foreign 
currency: Since February it has spent R8 trillion on this 
purpose, which resulted not only in a drop in the 
exchange rate of the national currency but also became 
one of the sources of money supply growth. Overall, 
while the M2 money supply (this aggregate includes cash 
in circulation, demand deposits, and time deposits) over 
the first few months of the year continued to grow at a 
moderate rate, in June the rate of increase rose to 14 
percent, and in July—by another 14 percent. It is not yet 
clear how inflation will behave in such circumstances, 
but experience shows that the inflation curve usually 
follows the money supply curve with a four-month lag. 
This indicates that higher inflation is almost inevitable 
by the end of the year. 


Another factor that at this point is impossible to predict 
is how the increase in the budget deficit (as a result of the 
inevitable decline in tax collection) and price increases 
in the “third” sectors will be affected by the recently 
concluded cartel agreement between the fuel and power 
generation complex, metallurgy, and the railroads. Actu- 
ally, answering our correspondent’s question regarding 
the consequences of this agreement, A. Illarionov said 
that he does not believe in its longevity. 


September Price Increases Noted 


944E1214C Moscow DELOVOY MIR in Russian 
22 Sep 94 p 4 


[Report by the Center on the Economic State of the Market 
Under the Government of the Russian Federation, under 
the rubric “Analysis and Prognoses”: “On the Level of 
Inflation (Over the Period 6 to 13 September)”’] 


[FBIS Translated Text] According to the current data of 
the weekly monitoring of prices by state organs of 
Statistics, over the past week: 


the total inflation index measured 101.4 percent; over 
the period since the beginning of the month it measured 
102.9 percent, and since the beginning of the year— 
doubled; 


prices for nonfood items rose faster than those for 
foodstuffs and for-fee services for the population; 


the average cost of the selection of 19 basic foodstuffs 
amounted to R62,300 calculated on a monthly basis, or 
0.7 percent more than a week ago. 


General Level of Inflation 


Over the period 6 to 13 September inflation measured 
1.4 percent. Prices for foodstuffs rose by 1.3 percent, 
nonfood items—1.6 percent, and for-fee services for the 
population—!.2 percent. 
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The greatest increase in prices for goods and services was 
registered in cities of the North Caucasus and West 
Siberia regions—by 2.1 percent. 


Food Prices 


Over the elapsed week food prices increased by 1.3 
percent. It should be noted that over the past three 
months food prices had been rising by no more than | 
percent a week. 


Over the period since the beginning of the month, food 
prices increased by 2.3 percent; the greatest price increases 
occurred with respect to vegetable oil—by 11.1 percent, 
eggs—by 8.8 percent, sugar—by 8.4 percent, and flour—by 
7.9 percent. 


The Cost of the Selection of Basic Foodstuffs 


The average cost of the selection of 19 basic foodstuffs as 
of 13 September amounted to R62,300 calculated on a 
monthly basis and increased over the week by 0.7 
percent; since the beginning of the month it increased by 
1.1 percent, and since the beginning of the year— 
doubled. The cost of this selection at organized trade 
prices was R60,900 and at nonorganized trade prices— 
R76,300. The ratio between the cost of the selection in 
nonorganized and organized trade remained the same as 
a week ago: a factor of 1.3. 


The greatest increase in the cost of the selection was 
registered in Tyumen—by 11.5 percent. 


Prices for Nonfood Items 


Prices for nonfood items rose over the period 6 to 13 
September by 1.6 percent, and since the beginning of the 
month—by 3.2 percent. Among monitored nonfood 
items, prices for matches continued to rise at an antici- 
patory rate—6 percent over the week. In addition, prices 
for firewood went up by 5 percent; hosiery—by 3 per- 
cent; and footwear, sewn items, and tobacco items—by 2 
percent. Price for medicines rose at a slower rate than 
before. Over the past week they increased by 0.5 percent. 


In cities of the Far East, the highest prices in Russia were 
registered with respect to one in three monitored goods, 
and in the cities of East Siberia—one in five. Residents 
of Far East cities have to pay the highest prices in Russia 
for knitwear, electric home appliances, synthetic deter- 
gents, some categories of furniture, and tobacco items. In 
addition, eight cities in this region are among the 10 top 
cities in Russia with the highest prices for gasoline (from 
R440 per liter in Yakutsk to R940 in Petropavlovsk- 
Kamchatskiy, with the average Russian price being 
R337). The population of East Siberia pays the highest 
prices in Russia for sewn items, footwear, and matches. 
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Average Cost of the Selection of 19 Most Important Foodstuffs Constituting the Basis of Population's Weekly Purchases 
(as of the end of period, in rubles per person) 









































Cost per month Rate of increase in the selection cost, in percents, in relation to 
previous month December 1993 previous registration 
December 1993 0,724 
1994 
January 37,547 122 122 
February 41,277 110 134 
March 44,278 107 144 
April 47,579 107 155 
May 53,977 113 176 
June 57,391 106 187 
July 62,144 108 202 
August 61,610 99 201 
September (as of 13 September registration) 62,300 101 203 101 

















Discussion on Impact of Inflation 


944E1214D Moscow DELOVOY MIR in Russian 
22 Sep 94 p 4 


[Article by DELOVOY MIR commentator Moisey Gel- 
man: “Higher Inflation: Good or Evil?”’} 


[FBIS Translated Text] As is known, the market is an 
agreement between the seller and the buyer on exchanging 
goods. First and foremost, the price. The agreement will be 
as the parties wish it to be. To their mutual benefit. The 
selling price of an item may even be below its production 
cost. So that the seller can get the money back quickly and 
put it to work faster, more than compensating for temporary 
losses. That is why, for instance, seasonal clearances of 
unsold consumer goods are held in foreign countries. It costs 
more to keep the goods. 


Freedom of prices the and freedom to agree on prices are far 
from identical notions. Especially in the condition of 
monopolization of the market by a producer. This is why in 
developed countries with market economies the fight is not 
against a monopolistic producer but against his attempts to 
unilaterally dictate his conditions in the marketplace; this is 
done by regulating and limiting prices, if the latter is not 
done voluntarily. Thus, the impact of an absent competitor 
is imitated. Cartel agreements are widespread abroad today. 
Especially in the sphere of mass production. Because they 
understood a long time ago, in the 1930's, that in order to 
avoid chaos, production of goods needs to be balanced and 
correlated with demand. Which is impossible without a 
balance of prices, and hence, their regulation. On top of 
that, ‘over there”’ lowering prices is encouraged in every 
way, because it leads to a higher velocity of money and 
increase in goods production. We do exactly the opposite. 
However, by now enterprises, pushed by the nonpayments 
crisis to the church porch where nobody gives them hand- 
outs anymore, after numerous trials and errors are trying on 
their own to build true market relations. By agreement. 
Since agreement is one of the forms of regulating prices. 


However, while in the past the subjects of our market was 
provoked by freedom of prices into unfree relations between 
them, now an attempt is being made to prevent the freedom 
of agreement... by keeping prices high. This is the aim of the 
president's recent Edict No. 1677 “On Adjusting Current 
Procedures for Calculating Taxes on Profit and Value- 
Added Tax.” 


The Price of Imposed “Freedom” 


Having experienced themselves that self-agitation of 
prices in our economy leads to a further devaluation of 
working capital (enterprises have only one-third of the 
needed level this year), a snowballing nonpayments 
crisis, and hence, final demise, some enterprises began, 
within their ability, mutual clearing of debts. And, as an 
extension, buying and selling on a mutual compensation 
basis, that is, moving to clearing transactions, which 
allows them to exclude from the production cost or 
reduce expenditures in the price structure for the 
exchanged components of finished products. 


Generally, which selling price to set is the business of the 
buyer and seller. They may set it even below the produc- 
tion cost. However, the aforementioned presidential 
edict de facto prescribes penalties for this. An additional 
fine “in the amount of the reduction of proceeds 
(receipts), and its head is subject to an administrative 
fine...” is levied on an enterprise that has conducted a 
normal market transaction by selling the goods below 
production cost but in doing so violated the quasi- 
market edict. The exception is made for products which 
the enterprise has been unable to sell in the marketplace 
“over a long (?) period of time,” but only provided that 
this “resulted in the deterioration of the consumer 
quality of the product and that the current market prices 
for analogous products are established to be below this 
production cost.” On top of that, in order to sell one’s 
damaged product at below production cost one has to 
first notify the territorial tax body. I am curious as to 
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how far a product has to deteriorate to be considered 
damaged? What about perishable goods? Should they 
wait until such a resolution of their fate? Many inedible 
products, however, may be stored for years. The roof 
over them may rot before they perish. What can one do 
in this case if one wants to get at least some money back? 


Such is the logic of freedom of market relations being 
imposed on us. But while the edict under discussion 
practically pushes the producer into ruining his product in 
order to sell it below cost, no relief is offered with respect 
to barter and clearing. In keeping with the edict, the taxes 
on profit and VAT calculated in such an exchange of goods 
are “based on the average price for analogous products 
(services) sold over the past month,” and if none have been 
sold, then “based on the most recent price, but not below 
cost.” With respect to the average price, selling prices for 
analogous products “over the past month”’ may be consid- 
erable, bringing the average arithmetic price considerably 
up as compared to cost. And then taxes become penalties. 
The same will happen in using the “most recent price.” 
One consolation is that violating the edict sometimes may 
cost more. It is no secret that its appearance was caused by 
the desire to collect as much tax revenue as possible. To 
achieve this, prices should not be allowed to decline. 
However, at current prices most products remain unsold 
because of the low solvent demand, and therefore the 
nonpayments crisis and sales in keeping with the edict will 
increase. Not too many will want to trade at a loss, 
however, and on top of that pay fines—cleverly called 
taxes—for doing this. 


The Essence Is Anti-Market 


It should be emphasized that the edict for all practical 
purposes is aimed against the emerging cartel agreements. 
In particular, it torpedoes in many respects the recently 
signed general agreement between the Ministry of Rail- 
roads, the Ministry of Fuel and Power Generation, the 
Russian Federation Committee on Metallurgy, the Unified 
Power System of Russia all-Russia joint-stock company, 
and the state enterprise Rosugol on joint actions aimed at 
stabilization of prices and reduction of mutual nonpay- 
ments by establishing preferential prices, including below 
production cost, through mutual compensation. To put it 
simply, they agreed on a clearing in order to avoid pushing 
money back and forth and pushing prices up artificially. 
On the basis of the general agreement, the first regional 
agreement has already been signed between the Kemerovo 
Railroad, Kuzbass coal enterprises, Kuzbassenergo, and 
the Orsk-Khalilovsk, Kuznetsk, and West-Siberian metal- 
lurgical combines. They are asking the government not to 
apply the edict to them. 


This edict is the result of the current defective tax system, 
the principles of which are in conflict with the develop- 
ment of a market economy. This system hampers the 
integration of capital, combining enterprises within tech- 
nological chains, and the introduction of normally lower 
transfer prices. Because all this leads to a decreased 
number of market subjects, and hence a reduced base for 
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VAT. This is apparently the reason why the labor force of 
financial-industrial groups currently being created is lim- 
ited to 25,000. At the same time, the current tax system in 
its current siate of the economy makes lowering prices 
unprofitable for the government. Therefore, objectively 
the authorities are interested in rising inflation (prices). 
Remarks by some officials provide testimony to this. They 
maintain that the 1994 budget was put together on the 
assumption of higher inflation (approximately 15 percent) 
than transpired in reality. Therefore, they say, the budget 
will receive less revenue, that is, taxes, and as a result the 
Ministry of Finance will be unable to finance all the budget 
appropriations. 


Why the plan for high inflation was not fulfilled is a topic 
for a separate conversation. What they do, however, in 
an attempt to fill the budget, is try to preserve and 
enhance all the principal shortcomings of the current 
taxation. The edict under discussion is aimed at the same 
goal. On its basis the government is expected to draft and 
present for the consideration of the Duma a draft of a 
corresponding federal law. Will they be able at the same 
time to resolve the principal contradiction between the 
current tax policy and the proclaimed market relations? 


One of the ways out of the current situation is to 
principally change the taxation with the purpose of 
stimulating expanded production while reducing pro- 
duction cost and product prices. 


P.S. Next year’s draft federal budget is currently in the 
works. We hear that it is based on the assumption of 
monthly inflation of... 3 percent. Obviously, whoever is 
putting it together hopes that inflation will be higher and 
budget revenue presumably will be greater. But production 
of goods and distribution of products are being folded. 
Therefore, the revenue will be illusory. Because rising 
prices mean the declining purchasing capacity of the 
ruble, which will cause an increase in budget expendi- 
tures. In order to cover them, the tax base will need to be 
increased. How? As prices go up, enterprises’ working 
capital evaporates and they have nothing to live on. Let 
alone fill the budget with tax revenue. In reality, in order 
to support this balance, inflation or deflation of prices 
must be corrected by indexing working capital, salaries, 
pensions, taxes, and budget expenditures... Then errors in 
forecasting inflation will not get in the way of budget 
execution, and lowering prices will not require propping 
them by presidential edicts. 


Yeltsin Edict Creates Ilyushin’ Holding Company 
944F 1603A Moscow SEGODNYA in Russian 15 Sep 94 p 3 


[Report by German Mikhaylov under the “Conversion” 
heading: ‘Aircraft Builders Prepare To Conquer the 
World Market: ‘Ilyushin’ Holding Company Set Up by 
Presidential Edict”) 


[FBIS Translated Text} VORONEZH—Despite the gen- 
eral decline of production in the oblast, the Voronezh 
Joint-Stock Aircraft-Building Society (VASO) not only 
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has preserved its many-thousand-strong collective but is 
hiring people, accepts orders, and is developing projects 
that will ensure its future. Meanwhile, only three years 
ago the predictions were that aircraft builders would 
experience serious difficulties in entering the market and 
the conversion process. 


VASO’s general director, Albert Mikhaylov, told a SEG- 
ODNYA correspondent that “for almost three years, air- 
craft builders have not had any orders from the defense 
sector. But we decided not to wait for directives and 
prompts from higher-ups. In the past we were making 
components and parts for a heavy bomber, and their pro- 
portional share was quite high. But we did not want to lose 
the more promising market—that of civilian airliners. We 
did need additional capacities for that, however.” 


The need for change was caused by the disintegration of the 
Comecon and disruption of old cooperation. A considerable 
number of components for the passenger IL-86—at the time 
the Voronezh builders’ main civilian product—were made 
at Polish plants, from which deliveries ceased with the shift 
to mutual clearing in hard currency in 1990. The VASO 
made a timely decision to set up production of the missing 
components in-house and begin production of the prom- 
ising wide-body IL-96M, the most capacious airbus, which 
carries 350 passengers. 


At exhibitions and international air shows, the IL- 
96M—the joint offspring of Voronezh aircraft builders 
and the imeni S.V. Ilyushina Aircraft Complex— 
definitely stirred interest. In the general opinion of 
specialists, the airbus is a world-class piece. However, in 
order to meet the competition of a huge joint European 
aircraft company that makes similar aircraft, it is not 
enough to build a good flying machine—the manufac- 
turer also has to provide for the full exploitation cycle 
and the world-class maintenance. The advance of Rus- 
sian aircraft to the world market should be facilitated by 
a partnership with the leading American companies 
Pratt & Whitney and Collins. A contract has been signed 
with them for the production of the new-generation 
IL-96M airbus equipped with their engines and on-board 
equipment. 


As long as an enterprise of VASO’s scale and technical 
level works on occasional orders, there will be no high 
productivity or profit sufficient for self-financing, mod- 
ernization, and improvement of production. The only 
way to reduce production costs and make the aircraft 
competitive is to set up continuous production. Russian 
aircraft makers experience difficulties with financing for 
their development work. For the purpose of preservation 
of the unique potential in the development of the IL 
family aircraft, a decision was made to set up the 
Ilyushin Joint-Stock Holding Aircraft-Building Com- 
pany. Twenty percent of the stock will be owned by the 
imeni S.V. Ilyushina Aircraft Complex, and 11! per- 
cent—by the Voronezh Aircraft-Building Society. Fifty- 
one percent of the stock remains for three years in 
federal ownership. The edict to this effect already has 
been signed by the president of Russia. 
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Financial-Industrial Group Unites Aerospace 
Companies 


944F 1603B Moscow SEGODNYA in Russian 15 Sep 94 p 9 


{Report by Mikhail Chernyshev under the “A Phantom” 
heading: “The Trust That.... Manilov’s Ideas Acquire 
Cosmic Scale’’} 


[FBIS Translated Text] As one of Russia’s information 
agencies recently reported, a powerful financial-industrial 
group is about to enter the scene. It will consist of major 
aerospace companies that form the Russian Aviation and 
Space Company (RAKK) and a certain Aerospace Bank. 
Keeping in mind the company’s announced charter capital 
of $5-8 billion, the event is sensational from this standpoint, 
and from another is quite expected. 


The aerospace industry not only in Russia but in the entire 
world is currently going through a period of a severe crisis. 
West European and American giants unite in the fight for 
distribution markets, forming most unusual conglomerates. 
The Russian aerospace sector aas its own problems, but the 
ideas of integration, of merging the industrial and banking 
capital as a means of survival for ‘‘defense”’ enterprises had 
long been floating around, although so far they were being 
realized mainly in the form of well-wishing. This had been 
enunciated in public since as early as last spring, and in 
principle it would be quite logical to finally arrive at their 
formal conclusion. Therefore, it is not surprising that, if we 
are to believe the announcement, the RAKK is going to 
bring together the most respectable entities: scientific- 
production associations Molniya, Energiya, Khrunichev, 
and Makeyev (the Urals), as well as two Ukrainian giants— 
Antonov and Yuzhnoye. Among the tasks the industrialists 
are planning to undertake is Earth monitoring, air freight 
from Asia to Europe with a stopover in Baykonur, business 
aviation, and aircraft maintenance. 


One couid only rejoice for the enterprising people in the 
aerospace industry, who finally found their commercial 
niche and a common language with bankers, had it not 
been for one strange circumstance: None of the heads of 
the aforementioned enterprises has heard anything of 
substance about the RAKK, as well as the Aerospace Bank. 
The rumor is that the idea of creating the group had been 
advanced in general form by Konstantin Borovoy in a 
private conversation. But no more than that. Which means 
that it still remains a generalized wish. 


Central Bank Chairman on State of Monetary Market 


944F 1560A Moscow NEZAVISIMAYA GAZETA 
in Russian 20 Sep 94 p 5 


[Interview, under the rubric “Ideas and People: Guests 
of the Authorities,” with Viktor Vladimirovich Gerash- 
chenko, chairman of the Central Bank of Russia, with 
comments about him by author and various other 
people, conducted by Kira Vladina on 19 Sep 94: 
‘““Gerashchenko, Son of Gerashchenko: He Was Insulted 
Only in Early Childhood”; place not given; questions in 
boldface] 
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{[FBIS Translated Text] 


The younger: ‘Well, Vladimir Sergeyevich, did you make 
a mess, bring the country to ruin? 


The elder: We did... 


This dialogue took place between two bankers, the 50- 
year-old son and the 80-year-old father. 


[Viadina] Listening to the exchange of pleasantries of the 
two generations of Gerashchenko’s, | remembered my 
meeting yesterday with the chairman of Inkombank, 
Vinogradov. 


[Vladina] Vladimir Viktorovich, I know that you are a 
first generation banker and graduated from MAI 
[Moscow Institute of Agriculture]. But despite the fact 
that you are “not” this and “not” that, you have been very 
successful. 


[Vinogradov] Better to say, despite the difficulties. 


[Vladina] What is your attitude toward hereditary 
bankers, toward Gerashchenko, for example? 


[Vinogradov] Unfortunately, the profession of banker is 
like that of physicist, a very conservative one. And it is 
not so very easy to be “admitted” to the ranks of the 
bankers, so to become one, you have to earn an informal 
reputation. Bankers of the second or third generation 
undoubtedly have an edge over all the others. I believe 
that Viktor Vladimirovich Gerashchenko has such an 
edge, for he is the son of a, let us say without false 
modesty, prominent banker in the past, because there are 
few like his father. And in this situation, it is never so 
simple, since, as people say, nature takes a rest with the 
sons of geniuses. I believe that Viktor Vladimirovich has 
disproved this, and I would hope that my children 
continue what I have begun just as adequately. Viktor 
Gerashchenko is not an ordinary banker and possesses a 
serious, unusual mind and a fierce will, and that is 
important for a banker. I think that he can resolve 
questions when he wants to, but to me when he wants to 
is a great mystery. To me it seems that not everything is 
clear, since after all he is not only a banker but also a 
politician. Most likely you have to be a politician in his 
position. I believe that he is a person who has found his 
niche. 


[Vladina] Incidentally, Vinogradov is not the “son of 
Vinogradov,” he is a Vinogradov on his own. Nonethe- 
less, it seemed to me that in Russia there should be a few 
more such strong and practical people who are trying to 
rebuild Russia, real patriots. Why do thoughtful, prac- 
tical people go into business more and more rather than 
politics? It is a pity! 


Two eras in the banking business. Two eras in Russia’s 
economy. Two views of tradition. Succession or opposi- 
tion? I was glad that not only steelmakers, actors, and 
scientists but, as it occurred to me quite recently, a new 
profession, banker, is also passed on as if by inheritance. 
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I went to the state dacha of the country’s chief banker 
with a film crew. I must confess that I did not expect that 
such places could be so archaic and primitive in our day. 
The family occupies the dwelling together with the vice 
premier Zaveryukha. 


Along the way we were able to satisfy ourselves as to how 
the country is “developing”; we saw more than one 
luxurious private residence. 


[Viadina] Viktor Vladimirovich, our conversation will be 
between the rich and the poor. I represent here our Russia 
with its many millions of people. Personally I am not quite 
poor, I have a car and | have an apartment. But every time 
you fill your gas tank, you feel close to the proletariat. I am 
not even going to mention the problem of repairs, whether 
it is a car or an apartment. Tell me, what can be done to 
ensure that the poor become middle class? So that they do 
not slide into indigence? And so there isn’t such a glaring 
difference? 


[Gerashchenko] I think that the main problem is the 
problem of stratification. Who gets more income deserv- 
edly and who gets it undeservedly is already another 
question. The bulk of the population now lives on the 
edge of survival, at least according to official statistics. 
At the present time, national income, even in monetary 
instead of real terms, is distributed less fairly than 
before, and, alas, not necessarily based on labor or 
ability. Consequently, the problem naturally arises of a 
precisely formulated economic policy without expecta- 
tion of any miracles tomorrow. We need a politician like 
Roosevelt, a Marshall Plan will not help us. But as for 
your comment that I am a rich man... 


[Vladina] I meant that you are the country’s chief banker. 


[Gerashchenko] I have an apartment I got from the bank. 
There is a part of the building which is considered a state 
dacha. I am, of course, driven to work and back by car. 


[Vladina] Evil tongues say that Gerashchenko receives 
more than Yeltsin. Of course the president has privileges, 
and you have far fewer. 


[Gerashchenko] My wage starting on | July of this year is 
1.6 million a month, and that is substantially lower than 
the wage of the leaders of the major commercial banks, 
but the amount of the wage, I must confess, has never 
bothered me. We had five children in our family: two 
oldest sisters who were twins, my brother and I, also 
twins, and a younger sister. And we were accustomed to 
always sharing somehow and understanding and yielding 
to one another, so, say if someone reccived a fiver or one 
of us got a new dress or a new suit, we were not jealous 
at all. 


[Viadina] Directors and actors who became well-known 
already loved to play at their future profession when they 
were children. But what do bankers play at in childhood? 


[Gerashchenko] We did not play Monopoly, like today’s 
children. But overall, you know, I consider all privatiza- 
tion in our country to be an attempt to play big-time 
Monopoly. 
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[Vladina] Viktor Vladimirovich, doesn’t it seem to you 
that privatization, Chubays-style, and Mavrodi’s so-called 
“people’s privatization” are two sides of the same coin? 


[Gerashchenko] You are drawing me into an interesting 
conversation, but nonetheless one which I am not that 
fond of, since I do not believe that the privatization 
using the voucher system which has occurred in our 
country is the best variant for privatization. But the 
outright distribution of property has never led to any- 
thing good in any country or in any economy. Just like, 
incidentally, the promise of impossible heaps of gold or 
dividends, all this as a rule ends in failure. Two things 
are interrelated here. Essentially the people were not 
psychologically ready for this, just as the country is not 
institutionally ready for it. Consequently, in our country 
we can have situations like, for example, those with 
““*MMM” and “Tibet,” where in addition it is difficult to 
find who is to blame. Who is the one to blame? Mavrodi? 
The people who swallowed this alluring hook? The mass 
information media, which in part existed to advertise 
““MMM7” but did not offer the screen to serious analysts 
who would have warned the people and said: “Fellows, 
this will all end badly!””? Or the organizations which were 
supposed to monitor the activity of such operations? 


[Vladina] People obstinately believe Mavrodi and have 
accused the government. I myself do not believe anyone, 
but I understand what is happening to the investors who 
were made poor: Many of them lost the last of their 
money, burial money, but do not want to lose faith—it is 
the only thing that now links them with life. 


In old age, of course, it is too late to study and draw out 
information on how civilized bankruptcy occurs in the 
West. We wanted to acquire a “free’’ market so badly— 
and we did. But let us draw conclusions, dear citizens. 
Why are our solid banks, for example, Inkombank, 
Menatep, and others, now paying interest (7-7.5 percent) 
which is less than Sberbank [Savings Bank] of Russia (9 
percent)? Certainly because they are serious banks which 
are concerned with their reputations. 


[Vladina] Viktor Vladimirovich, if Chubays-style privati- 
zation had been successful, people like Mavrodi would not 
have appeared and the people would not have taken the 
hook. It would not have been necessary when some firm 
income was guaranteed. Everything is occurring because 
of poverty, that is my personal opinion. And in addition, of 
course, it is a game. 


[Gerashchenko}] What can we really privatize today in 
our country’s economy, which, naturally, and this is 
completely clear, used to be a militarized one to a 
significant extent? We produced so many weapons that 
there is a well-known anecdote which appeared on this 
theme. Do you remember? A worker going on pension 
from a sewing machine plant is asked what they should 
give her, and she answers: “Give me a sewing machine.” 
Oh, no: “You mean you worked here for 25 years and 
couldn’t take the parts and put one together at home?” 
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And she answers: “I did, but as soon as I would start to 
put it together, I always ended up with a Kalashnikov 
rifle.” 


[Vladina] Tell us, you know, what is the budget of an 
ordinary normal family made up of? And as an example, 
what is your budget made up of? 


[Gerashchenko] Mine is made up of wages which I bring 
home and give to my minister of finances, my wife. 
Overall we have enough to live, although we cannot 
afford any big investments now, naturally. But, excuse 
me, I can say that in fact life abroad created a certain 
base. 


We have a car and an apartment, and I am now building 
a dacha on credit, since in our times it is impossible to 
predict what will happen tomorrow. But even so, still the 
main type of property which must be developed in the 
country is housing, both in the city and in the country- 
side. That is the engine which will pull the economy out 
of the swamp, but the lives of many people, like the 
budget, develop in different ways. There are wages, 
which are very differentiated in terms of sectors or 
regions. And to a significant extent, I agree with my 
colleague, the minister of labor, that they are certainly 
too unduly differentiated now. True, the possibility 
exists of extra work, even at your own plant, of making 
some easy money on the side. 


[Viadina] It is likely that given your post, things are 
complicated with your friends. How about with your open 
enemies? Or rather, most likely you have partners and 
like-minded people? Who is your closest friend, Viktor 
Vladimirovich? 


{Gerashchenko] You correctly noted that things are 
complicated with my friends, since the schedule which 
we have been working under since 1989 leaves very little 
free time. My friends are largely people whom I worked 
with at the foreign trade bank. 


[Vladina] And when things get difficult, whom do you go 
to? 


[Gerashchenko] I withdraw into myself, I would say, and 
my wife and family are naturally my support. 


[Viadina] Nina Aleksandrovna, you married a man whose 
calling is figures. Isn't that boring? 


[Nina Aleksandrovna Gerashchenko, his wife] When I 
got married, it wasn’t even figures, it was nothing. We 
had just graduated from the financial institute. So I 
always say that I married a simple bookkeeper. No, I do 
not consider my husband a boring person, since he is a 
man with a great sense of humor. It is his work now that 
has made it so that even acquaintances say that Viktor 
Vladimirovich has stopped joking. Frequently he comes 
home from work at 0130 hours in the morning. 


[Vladina] I like Gerashchenko’s wife, her intelligence, 
charm, and human warmth. The chief banker was fortu- 
nate in his choice of a wife, but are we fortunate in our 
choice of a chairman of the Central Bank? 
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[Vladina} I asked this question of the chairman of the 
Governing Board of Agroprombank [Agricultural Industry 
Bank], Yuriy Trushin. 


[Trushin] I can say only one thing: I simply cannot see 
any other person at the Central Bank of Russia today. 


[Vladina] I was curious about the opinion of Tomas 
Alibegov, deputy chairman of Vneshekonombank [For- 
eign Economic Bank]. 


[Alibegov] When the question of the second return of 
Gerashchenko came up, bankers were the ones most for 
it. If one says that the best jurists in the profession must 
be elected to the Supreme Court, most likely bankers also 
understand who among them is the best in the profes- 
sion. He knows how to work calmly himself and knows 
how to create a calm atmosphere around him. 


[Vladina] Viktor Vladimirovich, I cannot help but return 
to the question of banks, I will not have another opportu- 
nity like this... to consult. Today there are many fictitious 
banks, and it is very difficult to identify them, indeed some 
even operate without your licenses. Ads on television and 
in the press help their activity a great deal, but essentially 
they are really a kind of tool to fool unhappy people. What 
can you advise? How can this be stopped? 


[Gerashchenko] A presidential edict has already been 
issued, and it says that there must be no unscrupulous 
advertising. A person must bear responsibility for 
unscrupulous advertising. 


[Vladina] The edict is not working. 


[Gerashchenko] True, it is not working. It is like with my 
grandson Andryusha: You say, Andryusha, put down the 
matches, you will get burned. But until he gets burned, 
he will not put them down. Society obviously has to pass 
through that, what can you do? 


[Viadina] Obviously, there are no ready-made recipes on 
this score. 


[Gerashchenko] I believe there are no 100-percent rec- 
ipes, but every housewife, even one who follows a recipe, 
makes the soup her own to some extent. 


[Vladina] Are there prospects for funds in our state, and 
how can deception of our poor, unhappy fellow citizens be 
prevented? 


{Gerashchenko] I think we will make it through all the 
difficulties of our economic slumps and disquiet; indeed, 
society must inevitably develop in an enormous rich 
country such as ours. And the economy too. Naturally, 
people too must be encouraged by the state—those who 
try to save capital to buy large items and to invest money 
in housing utilizing credits, savings banks, and the 
banking system. Funds will be developed—pension 
funds and insurance funds which attract the spare money 
of people who want to obtain a bit more than a bank can 
give them. Any bank is always by nature somewhat 
conservative, while funds invest money in stock and in 
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capital and buy bonds of enterprises which sometimes 
are involved in somewhat risky deals, but if they have 
struck a vein of gold or if they have found a market for 
their new commodity... Indeed, in our economy there is 
a great backlog of projects which are more promising 
than Western ones. But we do not have the ability to 
penetrate markets, since we have never been taught to do 
so; we were prohibited from doing so by that curtain of 
secrecy which always existed. So in principle enormous 
potential has been built up in society. 


[Viadina] I do not agree with you that we do not have the 
capabilities. How about our nouveau riche? They have 
luxurious private residences and cottages, and I think that 
soon they will have yachts and planes. So if you have the 
desire, you can make it. 


{Gerashchenko] There is no question about that. Even 
these nouveau riche naturally do not just take, | would 
say. | emphasize this: Perhaps they are engaged not only 
in the external side of the matter, creating the visible 
wealth of society—wealthy homes and cars with splendid 
glass in them which, it is true, a cobblestone can easily go 
through, if you remember that a stone in the hands of the 
proletariat... Of course, | am not suggesting anyone 
should do anything. But most of these nouveau riche are 
beginning in earnest to take up production itself and are 
trying to find ideas which lie dormant and unused in our 
country, in order to put them into production. 


[Viadina] What can we expect from “Germes”? 


{Gerashchenko] Inasmuch as it begins with the letter 
“*g,”” like my name, I do not expect anything bad from it. 


(Gerashchenko laughs, but adds, serious again:) I know 
people who work with Neverov. I am certain that these 
people would not work with a leader who was not 
respectable and whom they did not trust. 


[Viadina] Tell me, what kind of relations have you man- 
aged to establish with the International Monetary Fund? 


{Gerashchenko] The International Monetary Fund did 
not accept us for a long time. And when we approached 
it, we were told, you go across the street. We asked, to the 
World Bank then? They said: Of course not, the State 
Department. But ultimately we were in fact accepted, in 
1992. (Gerashchenko again laughs, remembering this 
story.) 


Naturally an adaptation, the promotion of mutual rela- 
tions, is underway today, and to a certain degree we are 
being offered financial and technical help. The Fund 
helps us conduct negotiations with clubs of the holders of 
our debts, since we have a big problem with inability to 
pay on our accumulated foreign debt. And although it is 
not so enormous for our country, it means certain 
inconveniences when you do not pay interest on it and 
do not pay off your debts promptly. Consequently, | 
believe that in principle relations with the International 
Monetary Fund are developing normally. 
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[Viadina] What kind of interrelations do you have with 
the Ministry of Finance now? And how does this affect 
your work? 


[Gerashchenko] We have always had normal, business- 
like interrelations with the Ministry of Finance on the 
apparat level; the problems are for the most part on the 
leadership level. I do not envy my colleagues from the 
Ministry of Finance, considering the present condition 
of the budget and the difficulties in collecting taxes. 
Especially from the new economic participants in pro- 
duction or trade. A tax inspection system must naturally 
be built, but the most important thing is that these 
nouveau riche must come to understand more and more 
that without a strong state with a normal budget, they 
will be unable to succeed in their activities, no matter 
how much they try to get a little more profit a little more 
quickly. 


[Vladina] What is your understanding of corruption? 
Does it take place in your spheres? 


[Gerashchenko] For any state which has formulated 
certain laws which allow or prohibit a certain type of 
activity, corruption is a natural phenomenon. But the 
more precise the laws signed are, the more precise the 
official instructions and the more difficult it is for 
corruption to prosper. Even in such a wonderful country 
as dear old England, since the mid-1960s for example, 
corruption began to permeate the echelons of power. We 
find it in our country too, unfortunately, and it has 
reached the spheres of the Central Bank. You have most 
likely heard of the counterfeit so-called Chechen letter of 
advise. An investigation is underway, and there will be a 
trial. Associates of the Central Bank and its accounting- 
cashier department will be brought to responsibility: 
Money was made seemingly out of the air, and some 
people got rich while the state incurred losses. 


[Vladina] You go to the meetings of the government. Is 
that one of your duties? 


[Gerashchenko] I am not a member of the government, 
but traditionally, in many countries the chairmen of the 
central banks are certainly always invited to these meet- 
ings, especially when economic issues are discussed. 


[Vladina] You go full of hope, but how do you return? 


[Gerashchenko] It depends on the issue and how the 
discussion goes. But usually you go not only full of hope, 
but with certain materials, and you take part in the 
debates. The bank gives its proposals in written and in 
oral form. Unfortunately, everything does not always 
turn out: Our data base which could be used as the basis 
for evaluating a situation correctly and finding the right 
decisions is too eroded. 


[Vladina] Which is easier for you to work with—this 
government or the previous one? 


[Gerashchenko] It is easier to work with Chernomyrdin, 
since he knows the economy from the inside out and 
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knows it as a pragmatist. The problem is that he must 
work like the fire chief at a fire, with no thought of 
Creating tomorrow or the day after those preventive 
measures to prevent fires in the future. 


[Viadina] I know that there are 2,500 commercial banks 
in Russia, and 750 of them are in Moscow. This enormous 
increase in the number of these commercial banks—what 
does it do for simple citizens? To what degree does the 
Central Bank guarantee these banks against bankruptcy? 


[Gerashchenko] Inasmuch as we have joined the path of 
the development of a market economy, it requires the 
development of the banking system as well. Under the 
old system, there was essentially a single bank, it was the 
central and commercial bank. But I would not agree that 
there are more banks in our country than are necessary. 
Because if you remember that there used to be a branch 
of USSR Gosbank [State Bank] in every rayon, and there 
were more than 5,500, and in addition another roughly 
1,000 branches of Stroybank [Construction Bank] which 
engaged in capital construction and crediting of capital 
expenditures, now we have roughly the same number of 
banks. It is also understandable that there are a substan- 
tial number, about a third, in Moscow, since Moscow is 
the center of the country’s economic life... You asked 
what the Central Bank is responsible for and what it 
guarantees. In no country is the Central Bank ever 
responsible legally or materially for, say, the ability of a 
certain bank to build its credit relations with clients and 
its credit policy correctly. Although it also has moral 
responsibility, of course. But that does not make our life 
any easier or sweeter. 


[Vladina] There is the Chara Bank which is giving very 
high interest... 


[Gerashchenko] The Chara Bank does not have a 
banking license, and the question will obviously be 
decided soon: Either it will join the civilized path of 
banking activity, or... 


[Vladina] Here is a question for the chief banker of 
Russia: What can be done to ensure that our poor, and 
there are a great many of them in our country, do not go 
bust? Where can they invest their savings so that they are 
relatively guaranteed? 


[Gerashchenko] In all developed countries, there are 
three sources for obtaining income. They include 
accounts in respectable commercial banks which pay 
interest on various deposits for different periods of time, 
but they rarely differ drastically from one another. There 
is the purchase of securities of first-class companies or 
treasury bills of states, since a state theoretically cannot 
be bankrupt. There are investments in property, as a 
rule, real estate. Here one can also say, referring to the 
example of the United States, that for the Americans the 
amount of privately owned housing is four times greater 
than the amount of property of all the main companies 
and corporations. That is to say, the basic type of 
ownership for which an American works to support 
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himself in unclouded old age is housing. The idea is that 
it should be that way in our country too. 


[Viadina] Viktor Vladimirovich, how can you explain that 
you have been repeatedly insulted? You did not slam the 
door, resign, and open your own bank. Since you have a 
name abroad, couldn’t you most likely have opened a joint 
bank? 


[Gerashchenko] I do not really agree with the word 
“insulted.” I was perhaps insulted in early childhood and 
when I was bit more care-free and more red-haired. 
Sometimes I was called “‘Red”’ in the courtyard. I had a 
twin brother slightly older than me and a bit more of a 
roughneck. If something came up, he would promptly 
box the offender’s ears. But as for business, | would not 
say that anyone has insulted me. There have been, of 
course, certain disagreements and attacks, but for the 
most part through the mass information media. 


[Viadina] There are new people coming into politics now. 
In your opinion, who are the smart ones? 


[Gerashchenko] The question is a delicate one. We are 
trying to stay outside politics, otherwise it will be very 
difficult for the Central Bank and its leadership to work 
with routine problems. Yes, naturally the new times 
demand new approaches, and new politicians and new 
names appear. Although in my opinion, for the last 2 or 
3 and ‘4 years, we have been pretty much going in circles, 
and no new names are appearing. 


[Viadina] But in particular, what about people with the 
smart idea of a tsar? 


[Gerashchenko] Sometimes someone starts to say that 
we pretty much need a restoration of the tsarist dynasty, 
**a-la-Spain.” Such figures with such ideas in their heads 
frighten me. 


The new politicians should have great strength of will 
and resolve. But the most important thing is there should 
be a great many such people, a cohort of comrades- 
in-arms, and comrades-in-arms not only in the crowded 
little worlds of, say, Moscow or St. Petersburg or among 
colleagues in studies and research. In this sense, I believe 
we have a huge gap in our political development. 


[Vladina] Answer me sincerely, what kind of a country are 
we building? Where are we going? 


[Gerashchenko] I think we are building a new, free 
country. But to a certain extent, I agree with the question 
which was raised several times by the chairman of the 
Supreme Soviet of Russia that we must decide what kind 
of society we want to build. And if you take any civilized 
country in the West which serves as an example for us, 
you will not find there even one political figure who 
would say that economic policy is conducted without an 
orientation to the social needs of the population, 
although social needs are those very market require- 
ments which anyone who walks on the sidewalk is in fact 
paying for. 
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[Viadina] Do the dreams of Viktor Gerashchenko coin- 
cide with the dreams of the country’s chief banker? 


[Gerashchenko] Yes, I think so. Because I would say it is 
impossible to be a person with any kind of split men- 
tality in this work, and naturally one hopes that the work 
of the commercial banking sector is organized, since it is 
one of the basic structures of a developing economy. 


[Vladina] Since you have mentioned split mentality. Psy- 
chologically, was it difficult for you to get used to the new 
system which took shape quite recently? After all, you 
worked in the former one. 


[Gerashchenko] No. In my 29 years of work in the 
foreign trade bank, it was as if I always operated on the 
edge of the two economies or two worlds: our strictly 
monopolized economy and the market economy. Natu- 
rally, the work in Soviet foreign banks provided a huge 
amount of experience and an example to imitate in those 
things which we must borrow, but at the same time, it 
provided examples which should not be followed. 


[Viadina] Of course. So for you, the changes were not so 
unexpected and you were prepared. 


[Gerashchenko] We must certainly proceed from the fact 
that the need for change is not the will or desire of some 
political leader or economic genius. It is the evolutionary 
need for perestroyka which ripened within society. 


[Viadina] I spent several hours with the country’s chief 
banker, asked a lot of questions, and received detailed 
answers. The audience will see all this in late September 
on Channel |, Ostankino, on the program “Guests of the 
Authorities.” But perhaps the most interesting thing was 
Gerashchenko’s meeting and dialogue not with me, but 
with his father. They talked about the reasons for the 
collapse of the country and about ways to resolve the 
crisis. And their vision reflected two Eras and two Times 
which we have experienced and are now experiencing. 
The disagreement and accord of two generations of 
honorable professionals, patriots of Russia. 


And I did not restrain myself and addressed Gerash- 
chenko the elder: 


[Viadina] Vladimir Sergeyevich, are you satisfied with 
Gerashchenko Junior’s work? 


[Vladimir Sergeyevich Gerashchenko, his father] Of 
course I take a critical attitude toward banking figures of 
the past period and many phenomena of present banking 
activity. Because even so—and perhaps this will seem 
like an obsession—I am an advocate of the planned 
system of government of the state and the planned 
system of government of society. And all these shouts 
regarding the administrative-command system are based 
on nothing at all. It would be better to say that there was 
a planned-administrative system. As for continuity, | am 
satisfied with the work of the chairman of the Central 
Bank, but I believe that based on the bank’s existing 
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opportunities and capabilities, which are individual 
ones, even in our complicated times, much more could 
be accomplished. 


[Viadina] But do you believe that the chief banker of 
Russia is working to the maximum? 


[V. S. Gerashchenko] Yes I do, but it seems to me that he 
is not taking into account everything from the experience 
of the past. 


[Vladina} Whether the 57-year-old “young Julian” 
(remember in Galsworthy?) will manage to give his 
answers to the most difficult questions of our life, I do 
not know. But there at the dacha, I also met the little boy, 
the 2-year-old Gerashchenko. He is called Vladimir in 
honor of his great-grandfather and does not talk yet. But 
I watched him playing soccer with his grandfather and 
great-grandfather and kicking the ball to the goal, 
standing firmly on his feet, obstinately attacking, and not 
bowing before the authorities. 


ls it perhaps this generation which will reject the two 
Times of Troubles and bring Russia to the shining future 
that has been promised so many times? 


From the NEZAVISIMAYA GAZETA Files 


For your information. On the elder Gerashchenko. From 
peasant stock. Began his activity as an accounts clerk. 
Graduated from an institute and taught at the higher 
credit-economic school. From 1938 through 1944 
worked in USSR Gosbank as deputy chairman. Later 
was invited to the MID (1948-1958) and headed the 
economic department. Was a participant in the Potsdam 
Conference. 


Revitalization Scheme Outlined 


954K0002A Moscow LITERATURNAYA GAZETA 
in Russian No 39, 28 Sep 94 p 


[Article by Vladimir Prokhvatilov: “Through the 
Looking Glass War: Will Russian Banks Fall Victim to 
Utopian Capitalism?] 


[FBIS Translated Text] An allegedly secret report pre- 
pared by certain experts, in which they uncover the 
causes of the nonpayments crisis—the sorest spot of our 
economy—was recently brought out of the dark corri- 
dors of power to the public judgment. The report's 
authors examined 15 enterprises and accused them of 
being in fact the initiators and conductors of the non- 
payments crisis, which then spread to the entire 
economy. To accuse a group of directors (most of whom 
are oil industry captains) of economic sabotage is an 
interesting but unproductive exercise. As to the report’s 
contents, it is an open secret. That the Russian economic 
managers invented exotic means of fighting the bureau- 
cratic reformers’ destructive actions was known to 
anyone who could count to two. 
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“Yes, We Are the Scythians!” 


For two years now, nonpayments have been the main 
form of the industrialists’ and financiers’ struggle for 
survival. And to say that TEK [fuel and power genera- 
tion complex] enterprises initiated nonpayments simply 
means registering the fact that 85 percent of the national 
income is produced in the raw materials sectors. Today, 
it is not only they, however—according to the Associa- 
tion of Russian Banks, up to 65 percent of all producers, 
bankers, and entrepreneurs have been compelled to step 
into the shadow side, outside the government control. 
Approximately one-half of the financial flow is not 
registered in any records. Both enterprises and bankers 
increasingly work with “Ddlack cash,” with money 
changing hands directly. The working capital is being 
hidden in such line items as products shipped but not 
paid for; transactions in the process of clearing; inven- 
tories; unfinished construction-erection and installation 
work; dividend payments; operations with nonmaterial 
assets; as well as trust, middleman, and other services. 


“It would be a shame to blame financiers and goods 
producers,” says prominent banking expert Lev 
Makarevich. “They are simply victims left to their own 
devices, facing the necessity of giving up 95 percent of 
their income to the state. Had it not been for Asian 
cunning, the overwhelming majority of enterprises, com- 
panies, and banks would be operating in the red.” 


Yegor Gaydar was the first to proclaim as one of his 
goals forcing enterprises to trade instead of barter. And 
failed completely, with a big bang. His successors either 
could not or did not want to break the bounds of the 
draconian fiscal policy. 


As a result, we got a unique economic situation, the 
description of which one will not find in any textbooks 
on economics. Market subjects, without any distinction 
as to the form of ownership or type of activity, through 
democratically agreed-upon methods organized a highly 
effective mechanism of self-defense against arbitrariness 
and incompetence of the central leadership. The only 
element that is lacking before the conductors of the 
“resistance economics” may be nominated for a Nobel 
Prize is the most important phase of the cconomic 
cycle—investment. To be precise, investment in 
domestic production. Right now huge amounts of money 
flow into foreign accounts. The total is close to $20 
billion now. The money that stays in Russia cannot be 
directed into production, and not because of ill will on 
the part of our capitalists. It is a paradox, but domestic 
capital today runs into an “iron curtain” on its way to 
industry. One of the main reasons is that in making the 
step from the though-the-looking-glass land into the real 
world, 95 percent of the money earned by potential 
investors is appropriated by the state. You can imag- 
ine—what businessman would agree to draw water in a 
sieve? 
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Therefore, all this though-the-looking-glass economy, 
born of the Asian-Scythian genius of the Russian man- 
agers, makes sense only as a means of survival, not 
revival. 


There are two ways out of this situation: One is to take a 
new economic course that will stimulate private invest- 
ment, and of domestic capital into its own economy at 
that. Or toughen the repressive measures, forcing the 
Russian industrialists and financiers to raise the white 
flag and capitulate to the newly manifested “political 
will” of the government. 


The Dirty-Faced Children of Reform 


So far, the current economic authorities keep making 
attempts to overcome the resistance on the part of the 
national economy. In this sense all the latest Russian 
authorities resemble the Forest Extermination Group in 
the Strugatskiys’ novel “A Snail on the Slope.” In the 
novel, the task was to overcome a thinking Forest; 
here—a whole country, with tens of millions of people. 
In the Strugatskiys’ novel, this utopian undertaking 
failed; how will it end in real life?... If the government 
continues the reckless fiscal policy, the first to fall victim 
to it will be the Russian banks. Our bankers already live 
in the anticipation of a coming financial crisis that will 
bankrupt most of them. 


This crisis has been looming on the horizon for quite 
some time, and now its hot breath is felt by practically all 
commercial banks. The reason is the constant inflation 
and the passive economic policy of the Central Bank and 
the government, as a result of which, in the opinion of 
highly respected Russian economist Grigoriy Khanin, 
the banks almost stopped carrying out its main function: 
accumulation and investment of capital. Banks have 
been compelled to invest only in “short money,” that is, 
short-term trade and foreign currency operations, and to 
sell Central Bank’s cheap loans, if they have managed to 
grab some. The road to the production sphere has been 
closed to them since Gaydar, who bet on the free- 
of-charge voucher privatization. Instead of building a 
powerful banking system, we engaged in economic sab- 
Otage, imposing speculative voucher funds, which give a 
bad name to the word “investment.” Already then the 
Russian banks were second-class citizens for the 
reformers. They were called upon when political support 
was needed in the face of some or other opposition. And 
then the authorities forgot about them as soon as another 
putsch was over. 


We have to admit that our banks are not the best in the 
world, and have less money, to put it mildly, than 
Japanese ones. But, as we have already mentioned, they 
do have money. And most importantly, they have the 
experience of successful financial activities in the condi- 
tions where no Rockefeller would have survived. Of 
course, our financiers have their weak spots: a shoriage 
of skilled personnel, for instance. And their sphere of 
activities is extremely narrow: Foreign banks provide for 
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their clients several hundred types of services, while ours 
only 10-15. And what do we do with them now? The 
government did not hesitate long—like that Gypsy in the 
joke about his dirty-faced children: “Either we wash up 
these ones or make new ones.” Actually, in terms of 
ethics, our bosses did not even rise to the level of that 
Gypsy: They have no intention either of washing up 
“these ones” or of making new ones. They will adopt 
them, clean and well-behaved—after all, the general line 
toward foreign investment remains in place. How real- 
istic this all is would be a useful mental exercise. 


The Gray Economy Will Become Black 


Gaydar promised that if stabilization measures suc- 
ceeded, we would get $24 billion in credits from the 
IMF. For a long time, we believed it. But over two years, 
the economic literacy of the people has increased, 
naivete has declined, and now the new ideologists of 
reforms are promising $10-15 billion in foreign private 
investment. It is hard to tell how much time will be 
needed to dispel another pseudo-reformist myth. But all 
reasonably responsible experts and investment special- 
ists already rule out the possibility of such a grandiose 
inflow of Western money. The total volume of world 
investment may *t is estimated at $1 50-200 billion, but, 
in the opinion of banking experts independent of the 
government, no more than $1-1.5 billion a year may 
come to Russia. Most importantly, we are unable to 
“digest” a larger volume. Decent businessmen will not 
invest in a country where there is still no market in land. 
Of course, money from the world market of the drug and 
arms trade, where $1.5-2 trillion circulate, may float in 
our direction. But it is best to stay away from that 
money, unless we want the Medellin cartel to run Russia. 


Anyway, the government began chasing another bureau- 
cratic dream, and even a collective resistance to such a 
policy by all national economy structures cannot prevent 
this. A very strongly worded statement of the Federation 
of Goods Producers—the organization that unites prac- 
tically all producers in Russia—was published recently. 
The Association of Russian Banks so far has been silent. 
The bankers had hoped to the very last days that the 
government and the Central Bank would reconsider their 
confrontational economic policy. At the very end of last 
week, however, at the initiative of the Ministry of 
Finance, the Central Bank, and the tax inspectorate, 
new, very tough rules were introduced for opening bank 
accounts for individuals and legal entities, which 
envisage serious measures of financial penalties for their 
violation. The state has taken the first step toward 
introducing total control over payment of taxes and over 
financial-economic activities overall. Even in theory, 
this is extremely arguable. In practice it will mean 
folding all categories of economic activities and a subse- 
quent social explosion. (And this particular putsch will 
be led by the industrialists and bankers.) Or possibly 
moving even deeper into the shadow economy. The 
banks will lose their clients (who will set up their own 
“underground” banks) or will begin opening restricted 
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“black” accounts for “black’’ money. In such an envi- 
ronment, they are simply doomed to become financial 
agents of the foreign and Russian mafia. 


“Unfortunately, the government and the Central Bank 
did not want to move to a policy of cooperation with 
Russian bankers,” Lev Makarevich commented with 
regret on this decision of the leadership. “Russian capital 
remains an outcast in its own land.” 


Of course, now is not Stalin's times, not 1930, when 
Rykov’s government under the threat of criminal penalties 
forbade the direct barter practiced by directors driven to 
desperation by a senseless economic policy. And if 
someone in the Kremlin thinks that they may repeat the 
economic repressions of those dark times, let them recall 
the further fate of Rykov himself. Or is it that millions of 
victims of utopian communism were not enough, so now 
we also need victims of utopian capitalism? 


Not Authorities for the Reform—Reforms for the 
Authorities? 


One way or the other, we will return to the policy of 
common sense. It would be interesting to look what its 
main features are. And what does it hold that makes our 
bureaucrats resist it with all their strength? 


There is no secret in it. The main line of the new 
economic course, for which industrialists and bankers 
vote with both hands, is creating financial-industrial 
groups [FPG], that is, associations of banking and pro- 
duction structures capable of financing and producing 
finished products that are competitive in both domestic 
and international markets. 


We do not have any other way to go if we want to take a 
place worthy of us in the world economy. Russian exports 
and imports today comprise a miserable fraction of world 
trade. That is why our banks are so weak. That is why our 
industrialists are so helpless. If we leave everything the way 
it is, that is, continue to get by exporting raw materials, we 
will never see any breakthrough either in the standard of 
living or in the world trade. Only a powerful entry with 
high-technology products (which cost hundreds and thou- 
sands of times more than raw materials and components 
that comprise them) will create preconditions for the 
economic revival of Russia. 


To achieve that, we need to create over a short period of 
time about 100 FPG’s. The government is planning only 
10-15, and even those low-power and cachectic. In the 
West, the economy is dominated by multisectoral con- 
cerns, which comprise thousands of enterprises from 
30-50 sectors, employing hundreds of thousands of 
people. In the West, they fight not against monopolies 
per se, but against monopolistic behavior. Our 
reformers, meanwhile, introduced laws similar to the 
Sherman Antitrust Law of 1890 in the United States. 
Our banks are prohibited from owning more than 10 
percent of stock of any enterprise. Cross-ownership of 
plants and enterprises’ stock also is prohibited. And all 
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of this in order to put a brake on the spontaneously 
emerging growth of the FPG’s. 


At the recent meeting of the working group of govern- 
ment experts, representative of the Voronezh FPG Sokol 
took the floor and related with satisfaction that his 
company is growing fast and by the end of the year 
intends to provide jobs for 200,000 people. A bureaucrat 
from the State Committee on the Administration of 
State Property immediately jumped in and said that his 
“firm” will not allow it to happen, since the law forbids 
bringing under the roof of one FPG more than 100,000 
employees and more than 20 enterprises. 


Only in Russia does its own domestic capital have no 
support from the government, laments L. Makarevich. 
Russian bankers watch with envy and tears that the 
world cannot see as Western FPG’s and TNK’s [scien- 
tific-technical concerns] get financial injections from 
state and local budgets. Quite often, all restrictions are 
lifted for the banks (as well as for the industrialists) on 
ownership of FPG stocks. 


Tax burden and antitrust legislation are softened, and 
low intra-company prices permitted for multisectoral 
concerns and holding companies capable of producing 
for export. 


What comes first are national interests, economic expe- 
diency, and common sense, instead of obsolete dogmas 
of times past. 


For us, meanwhile, it looks as if we will soon be left 
without our own banks, which fell victim to clumsy 
reformist maneuvering and sectoral biases. 


Agrarian Academicians Express Misgivings About 
Reforms 


Lack of State Control—More Harm Than Good 


944K2433A Moscow SELSKAYA ZHIZN in Russian 
2 Aug 94 pl 


[Article by author’s collective comprised of Sergey 
Sergeyev, academician; Vladimir Dobrynin, academi- 
cian; Mikhail Sinyukov, academician; Yevgeniy 
Lysenko, candidate in agricultural sciences; Vasiliy 
Boyev, academician; Boris Maslov, academician; Ana- 
toliy Shutkov, academician; Alan Soskiyev, corre- 
sponding member; Nikolay Petrov, corresponding 
member, Pavel Dunayev, professor; Faruk Shakirov, 
professor; Gennadiy Bespakhotnyy, corresponding 
member, V. A. Zakharenko, academician, and Arsentiy 
Yugay, professor: “Voice of Alarm: To All Who Hold 
Russia Dear’’] 


{FBIS Translated Text] To you—rural residents and city 
dwellers, workers in the productive sphere, the intelli- 
gentsia and the military servicemen, managers of the 
state apparatus and priests, young people and people of 
older age—we appeal with alarm about the state of 
affairs which is being formulated in Russia’s agriculture. 
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We would like for the deputies of all levels and the 
workers of the state apparatus to become imbued with 
such concern. 


Today many residents of Russia understand that no 
“accord,” no promises can possibly cover up the ruinous 
essence of the all-encompassing market through the 
application of “shock therapy.” The crisis and chaos in 
the economy are being supplemented by the purposeful 
destruction of agriculture and the food industry. 


The production of neat and first category by-products 
comprised 54 percent in 1993 as compared with 1990, 
and of whole milk products—only 38 percent. 


We may cite numerous data and computations by spe- 
cialists showing the ruinous nature of the current eco- 
nomic course for the country’s agrarian sector. Consid- 
erable areas of land remain unsown, and there is an 
avalanche-like decline in livestock herd size. Today for 
most goods producers, due to the plunderous price, 
financial and tax policy, it has become unprofitable to 
produce numerous types of agricultural products. Thou- 
sands of rural enterprises and individual farms are on the 
brink of total cessation of production activity. 


Due to the deep financial crisis caused by the lack of 
equivalency in exchange of industrial and agricultural 
production, as well as by the non-payments for grain, 
meat and milk, farmers today are unable to acquire the 
necessary material-technical resources. As a result, the 
production of the machine building, chemical and a 
number of other sectors is without demand. 


Production of mineral fertilizers and means of plant 
protection against pests and diseases has been curtailed. 
Livestock breeding has been undermined, and the 
system of seed cultivation has been disrupted. There is 
an ongoing process of removal of a significant portion of 
the national income in favor of foreign investors. 


The material-technical base of agriculture is being under- 
mined and the soil is degrading, i.e., a delayed-action 
“mine” is being placed under the harvests of future years. 


Man himself—the producer of the products—is also 
becoming degraded. He has been deprived of practically 
all social benefits—the right to labor, education, rest and 
health treatment. The army of unemployed persons is 
growing. For the first time in many decades, the mor- 
tality rate has surpassed the birth rate. 


Agrarian science and the system of higher education are 
being destroyed. There are cutbacks on top of cutbacks, 
and tens of scientific-research institutes, experimental 
stations and laboratories are on the brink of closure. 


What awaits us? The answer is synonymous—a further 
decline in production of agricultural products, a reduc- 
tion in the output of food products and a continued 
growth of prices on them. And the residents of Russia 
will not be saved either by humanitarian aid or by the 
“enterprise” of merchants who, squandering away the 
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raw material resources of Russia and enriching them- 
selves, are flooding the market with “‘sneakers,” bananas 
and various colored beverages. 


The edicts which have been adopted regarding the sale of 
land will lead to the enslavement of the Russian peas- 
antry by foreign capital and to a new system of landlord- 
landowners. 


Is this the way to the rebirth of Russia, about which we 
dreamed at the beginning of “‘perestroyka”’, and about 
which they speak so often from the high tribunes? Most 
likely this is the road to ruin. This is why we must stop 
and think before it is too late! 


And here every resident of Russia, to whom the interests of 
the Homeland are dear, must say his weighty word. We are 
appealing to the residents of Russia because the repeated 
alarming appeals by scientists and practical experts in 
agricultural production, managers of industrial enterprises 
of the APK [agro-industrial complex] and writers to the 
President and the Government of the RF [Russian Federa- 
tion} have yielded absolutely nothing. On the contrary, the 
disintegration of the food complex is continuing. 


Russia can still survive. We can still stop the decline in 
production of food products and avert a famine. 


There is a possibility of changing the course of these 
dramatic events. For this, the President and the Govern- 
ment of Russia must recognize the need for cardinal changes 
in the implementation of economic reforms, their correc- 
tion directed not at the disintegration of production but at 
its stabilization and development. An important component 
part of these correctives must be a more thought-out 
approach to the problems of agriculture. 


For these purposes, it is necessary to: 


1. Repeal all unlawful statutes, and primarily the edict, 
“On Regulating Land Relations and Development of 
Agrarian Reform in Russia,” dated 27 October 1993, 
which proclaims the private ownership of land with 
the right of purchase and sale, including of land plots 
without the consent of other owners. 


2. The priority directions of agrarian policy must be: The 
stimulation of domestic product producers; the creation 
of conditions under which they will be able to compete; 
the protection of domestic goods producers from the 
stifling influence of the world agricultural market. 


We must stop buying food products in other countries 
in the presence of considerable reserves held by 
domestic producers. 


3. Review the export-import policy of the state; Reduce 
purchases of agricultural produce if the same product 
is produced in the Russian Federation; Stop the 
export of agricultural produce and mineral fertilizers 
which are necessary for meeting domestic needs. We 
must also allocate currency funds in priority order for 
the purchase of progressive new technologies abroad. 
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4. We must strengthen state regulation, particularly in 
the banking sphere of formulating guaranteed (pro- 
tective) prices on agricultural products, taxation and 
financing. 


5. In order to overcome the disparity of prices, it is 
necessary to introduce a mechanism of formulating 
prices on agricultural and industrial products. 


6. Due to the fact that liberalization of prices has 
strengthened the monopoly in the sphere of pro- 
cessing, it is necessary to return to the setting of prices 
on its products with consideration for the profit- 
ability of production. 


7. A transition must be implemented toward the target- 
program principle of allocating state funds for finan- 
cial support of agriculture and structural reorganiza- 
tion of the APK. 


8. It is necessary to increase social protection of the 
peasantry, to develop regional programs for develop- 
ment of the social sphere in rural areas, local industry, 
transport and communications. 


Priority directions of the social sphere today are the 
provision of free education, health treatment, and pro- 
tection of mothers and children at the state level. Russia 
needs a socially-oriented model of the economy instead 
of the wild market which is being imposed upon it. 


Economic Researchers Call for Meshing Public, 
Private Interests 


944K2433B Moscow ZEMLYA I LYUDI in Russian 
No 37, 16 Sep 94 p 3 


[Article by V. Kuznetsov, corresponding member of the 
RASKHN [not further identified], director of the All- 
Russian Scientific-Research Institute of Economics and 
Standards [VNIIEiN]; and A. Shlyakhetskiy, sector head 
at VNIIEiN and candidate in economic sciences: 
“Reform Means Improvement, But in Our Country It 
Means Disintegration’’] 


[Text] There is no need to prove that the primary goal of 
agrarian transformations must be directed at improving 
the food supply of the population and increasing the 
effectiveness of agricultural production. It is important 
also to clearly define ourselves in the theoretical and 
practical approaches to the strategy and tactics of imple- 
menting reform. A unilateral orientation toward private or 
other forms of ownership, as well as efforts to solve the 
problems of emerging from the crisis by means of organi- 
zational changes without reformation of the system of 
production relations and consideration of regional spe- 
cifics will hardly lead to positive changes. It is important 
that people be able to work in a highly productive manner 
on the basis of a multi-level economy, a mechanism of 
market relations, democratization of economic activity 
and improvement of management, and that their personal 
interests be organically combined with the collective and 
all-people’s interests. 
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Much has already been said about the reasons for the 
negative occurrences in the process of implementation of 
agrarian transformations. However, the specific measures 
for correcting the mistakes and omissions depend on an 
understanding of these reasons, and therefore it is neces- 
sary to mention them one more time. Schematically, they 
are reduced to the following: Total loss of manageability of 
the development of the agroindustrial complex; Underes- 
timation of the role of state ownership of land and other 
means of production; Miscalculations in the forms and 
methods of denationalization and privatization, which 
have led to imposition from above of a uniform scheme of 
reorganization of kolkhozes [collective farms] and 
sovkhozes [state farms] without consideration for the 
natural-economic conditions and peculiarities of the 
national-territorial arrangement of Russia; Overestima- 
tion of the capacities of the main mass of rural residents to 
adapt in the shortest possible time to a market economy 
and to change over to new forms of economic manage- 
ment; Absence of a scientifically substantiated program for 
reform and development of the APK [agroindustrial com- 
plex] which stems from the real capacities of the state 
under conditions of the transition to the market; Mistrust 
by the majority of the rural population toward state- 
implemented economic policy. 


ECONOMIC ORDER AND THE MULTI- 
STRUCTURED SYSTEM 


Scientists and practical experts admit that the basic 
direction of development of the agroindustrial complex 
is the formation of a multi-structured economy. This 
direction has been taken, yet today there is no clear 
interpretation of what is an economic order and what 
comprises a multi-structured system. In our view, a 
multi-structured economy should be understood as an 
organizational-economic structure of agroindustrial pro- 
duction based on a rational combination of various 
forms of ownership and economic management. Here it 
is necessary to keep in mind that the forms of ownership 
and economic management are concepts of a different 
order, but are not mutually exclusive. Each form of 
economic management reflects a certain type of property 
relations, which is what ultimately formulates one eco- 
nomic order or another. 


A multi-structured economy presupposes freedom of 
choice by the goods producers of the type of activity in 
which they engage. This activity may be based on private 
enterprise, membership in collective enterprises or hired 
labor. In principle, our agriculture has always been 
multi-structured. It is enough to recall that the forms of 
economic management on the farm were represented by 
the kolkhozes, sovkhozes, inter-farm enterprises, agricul- 
tural combines, agricultural firms, production and scien- 
tific-production systems, personal subsidiary farms and 
other formations. The question arises: So what is this all 
about? Why should we formulate a multi-structured 
economy in the course of agrarian reform, if one existed 
before? 
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The fact is that, despite the numerous organizational- 
legal forms of agricultural enterprises, all of them were 
held under the strict monopoly of the state. The orien- 
tation was only toward large-scale production (it is 
enough to recall the campaigns for consolidation of the 
kolkhozes and sovkhozes, for reorganization of the 
kolkhozes and sovkhozes, for reducing the areas of 
personal subsidiary farms, etc.). To this we must add the 
fact that the cooperative-kolkhoz sector was practically 
nationalized and reduced to the level of state property. 
The conception of changeover to unified property 
reigned supreme. Thus, in agriculture there was practi- 
cally a unified state order. At the same time, we under- 
stand the economic order to be the system of production 
relations which existed at that time. 


DENATIONALIZATION AND PRIVATIZATION 


Consequently, in order to formulate a multi-structured rural 
economy, it is necessary to perform denationalization of 
enterprises and privatization of property. We will try to 
analyze how these processes are taking place in the North 
Caucasus. We will stipulate at the outset that the authors are 
not speaking out against the idea of denationalization and 
privatization, but are merely focusing attention on the 
tactics, forms, methods and terms of implementation of 
these transformations. First of all, we must say that the 
existing standard-legal statutes—the RF [Russian Federa- 
tion] President’s edict of 27 December 1991, the govern- 
ment decrees of 29 December and 4 September 1992 and a 
number of others—contain numerous contradictions and 
inconsistencies, which creates a certain tension in society. 


In the general plane, the process of denationalization is a 
rejection by the state of its rights to ownership, management 
and use of land and other means of production, and the 
rejection of state control and intervention in the economic- 
production activity of goods producers. Specifically, how- 
ever, it is the transfer of state (all-people’s) property to the 
hands of private individuals. Thus, while everything is more 
or less clear with the essence of the process of denational- 
ization, with the essence of the process of privatization of 
agricultural production, there are a number of problems in 
the theoretical plane as well as in practical implementation. 
First of all, it remains unclear whether the process of 
transfer of land and other means of production from the 
hands of the state to the hands of the labor collectives of 
former state enterprises (sovkhozes) with rights of collec- 
tive-share ownership is merely an act of denationalization 
or a preliminary act of privatization, which subsequently 
envisions the gradual transfer of land and other fixed capital 
to private ownership. It is also unclear how proper it is to 
consider the standard statutes on reorganization of the 
kolkhozes (which by their nature are cooperative enter- 
prises) as a form of implementation of denationalization 
and privatization. 


One of the directions of denationalization and privati- 
zation is the implementation of land reform, which is 
performed in accordance with the law, “On Land 
Reform.” We will recall that Article 1 of this law states: 
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“Land reform has for its goal the redistribution of land 
in the interests of creating conditions of equal develop- 
ment of various forms of economic management of land, 
the formulation of a multi-structured economy, and the 
rational application of land.’ Consequently, there are in 
practice three tasks contained here. 


First is the creation of conditions for equal development 
of various forms of economic management. But does the 
state necessarily have to reject ownership of land in 
order for there to be equal conditions of development of 
different forms of economic management, or can 
kolkhozes, sovkhozes and peasant farms exist equally on 
state land? The experience of Israel or the Netherlands, 
for example, testifies to the fact that this is not a 
mandatory prerequisite. 


Second is the formulation of a multi-structured economy, 
i.e., an economy based on different forms of ownership: 
State, private, collective-share, etc. But does this mean that 
the creation of a multi-structured economy in itself is the 
main condition for rational application of land? We will 
assume that this is so. Yet an obvious fact stems from this: 
Prior to the beginning of land reform, the land was practi- 
cally handed over for perpetual use to the kolkhozes, 
sovkhozes and the workers of these enterprises, but did this 
lead to its rational application—the third basic task? If so, 
then why implement land reform, and if not—then why 
hand this same land over to private ownership? If the 
transfer of the land to private ownership is really one of the 
goals of land reform, then it in itself violates the second and 
ultimately also the third tasks of reform. After all, if the law 
affirms equality of all forms of ownership, then the state 
must defend all these forms by force of law. However, the 
redistribution of land, i.e., taking it away from some owners 
and handing it over to others, is specifically a violation of 
the rights and equality of all forms of ownership and all 
forms of economic management. 


Thus, land reform, in our opinion, has given rise to three 
basic contradictions, which have received further develop- 
ment in subsequent standard-legal statutes. The first contra- 
diction consists of the fact that an effort has been made to 
create new forms of ownership and forms of economic 
management, and at the same time to retain the old ones. 
The second contradiction is in preserving the equality of all 
forms of ownership and at the same time taking the land 
away from some rural goods producers and giving it to 
others. And finally, the third contradiction is the effort to 
increase the effectiveness of land application without the 
organization of a scientifically substantiated mechanism of 
selective choice of future owners. 


RATIONAL APPLICATION OF LAND 


At the same time, an analysis of world experience shows 
that the rational application of land has been and still is 
the key function of any state. Practically all states of the 
world have gone through the same stages of imple- 
menting land reform. The first stage was reduced to 
eliminating all ineffective forms of ownership and eco- 
nomic management. The second consisted of tempo- 
rarily placing the land in state ownership. In the third 
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stage, denationalization and privatization of the land 
were performed by means of placing it in the hands of 
private owners capable of utilizing the land more effec- 
tively than its former owners. And finally, the fourth 
stage in implementing land reform was the development 
of a series of legislative statutes regulating private land 
ownership, i.e., the regulation of purchase and sale, 
transfer by inheritance, conditions of leasing and others. 
Moreover, all these stages took tens and even hundreds 
of years to develop in time. 


According to evaluations of domestic as well as 
numerous foreign experts, the formulation of a truly 
highly effective multi-structured economy on the farm in 
Russia would require on the whole no less than 10-15 
years, and in some of its regions an even longer period. 
This is convincingly evidenced also by the experience of 
a number of East European countries, where the pro- 
cesses of denationalization and privatization of agricul- 
tural production are also taking place in a complex and 
contradictory manner. 


An analysis of the experience of implementing agrarian 
reform in the countries of Europe and in America allows 
us to draw several conclusions. One of them consists of 
the fact that in Russia from 1991 through 1993 the 
logical course of implementing land reform, i.e., its 
stages of implementation, were clearly disrupted. 
Another conclusion consists of the fact that, in devel- 
oping state legislative statutes, the basic economic prin- 
ciples of the implementation of land reform were vio- 
lated. First of all, there was no clear definition and 
legislative securement of the priorities of retaining land 
in state ownership which were based on the all-people’s 
economic tasks, rational application of especially valu- 
able agricultural lands, and peculiarities of natural- 
economic and demographic conditions in individual 
regions of the country. 


The effective and ineffective forms of ownership, the 
utilization and management of the land, the rational and 
irrational forms of economic management, based on 
analysis of world experience and experimental testing of 
new forms of economic management in various regions 
of the country, were also not clearly defined. 


We must also mention the fact that there was no intro- 
duction of clearly defined limiting measures for pre- 
venting the transfer of state lands to individual citizens 
and legal persons, who either in their former economic 
activity or by virtue of their professional unpreparedness 
are incapable of effectively utilizing the land areas. 


The standard-legal statutes also did not reflect the 
regional peculiarities of Russia, with its numerous dif- 
ferences of natural-climatic conditions, demographic 
make-up of the population, social and national peculiar- 
ities of the peoples and nationalities living there. 
Agrarian and land reform were implemented from above 
according to a uniform scheme, without consideration 
for regional specifics. 


RUSSIA 41 


LAND RENTIER AND LESSEES 


Three years of experience in the mass campaign on 
denationalization and privatization of agricultural lands, 
as our studies in the North Caucasus showed, did not 
make it possible to solve the main problem—to resurrect 
the full-fledged private or collective landowner. A clearly 
ineffective system of distribution of land ownership was 
in essence imposed ahead of time upon society. This 
system created numerous stratifications of ‘“pseudo- 
owners,” land rentier and lessees. Under conditions of 
Russia, the rebirth of full-fledged and effective private 
ownership of land will require a prolonged period of 
time, significant capital investments and the develop- 
ment of new forms and methods of implementation of 
land reform. At the same time, land ownership is own- 
ership of a specific type. The land cannot, on one hand, 
wait for years for a more effective owner, and on the 
other—quickly resurrect itself after having suffered from 
plunderous use. 


At the present time, most of the former kolkhozes and 
sovkhozes in Rostov Oblast have been reorganized into 
enterprises with collective-share ownership. The surveys 
which we have conducted at a number of agricultural 
enterprises have shown that, as a result of reorganiza- 
tion, the land has been divided up between owners in the 
following manner: Workers directly engaged in agricul- 
tural production hold 46-50 percent of the land in their 
ownership; Managers and specialists hold 9-13 percent; 
Pensioners—22-30 percent, and workers of the social 
sphere—1 5-17 percent. Thus, 37-45 percent of the land 
is held in the private ownership of citizens who do not 
work on it. It is not difficult to presume that specifically 
this amount of land may become the object of purchase 
and sale, or its owners may become land rentier. 


Based on these prerequisites, we believe it expedient to 
clearly formulate in the standard-legal statutes the status 
of state lands intended for agricultural use, the methods 
of formulation of state land funds, and the basic direc- 
tions of their application. We believe it expedient to 
create four special-purpose state land funds, which 
would be under the management of the federal, republic, 
kray, oblast and municipal agencies of executive power, 
depending on the level of their competency. These land 
funds should be classified as follows: 


First - A state land fund for organization of production 
of especially important types of products (seed cultiva- 
tion, breeding, etc.), and for preservation and develop- 
ment of especially valuable agricultural lands (reclaimed 
lands, etc.). 


Second - A land fund for development and intensifica- 
tion of land reform, aimed at seeking effective forms of 
land application and economic management of the land. 


Third - A land fund for conservation and restoration of 
agricultural lands which as a result of significant loss of 
natural fertility due to wind and water erosion, as well as 
due to inept management, are under threat of complete 
removal from circulation. 
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Fourth - A state land fund for ecological protection of 
irreplaceable natural resources (catch basins of rivers, lakes, 
etc.). 


From the presented list of land funds which, in our opinion, 
should be held in state ownership, two of them exist at the 
present time—the first and second. However, they do not 
have a clearly formulated legal status. The scope of this 
article does not allow us to deal in detail with the methods 
and sources of formulating the indicated land funds, but 
they are contained in the scientific developments of the 
institute and may be provided to interested agencies. 


As our studies have shown, the development of a system 
of state standard-legal statutes, even the most well- 
developed ones regulating the implementation of 
agrarian and land reform, including its main part— 
denatioiaiization and privatization, are not in them- 
selves capable of creating either civilized private owners 
in sufficient numbers, or effective forms of economic 
management. We need a well-planned and effective 
system of organizational measures and strong economic 
incentives capable of creating objective prerequisites for 
formulating a multi-structured rural economy within a 
certain period of time (which may last for many years). 


Among the state measures aimed at formulating a multi- 
structured economy, first place must belong to broad 
explanatory work among the rural population regarding the 
essence of the standard-legal statutes on the development 
and intensification of agrarian and land reform which have 
been adopted or are in the process of being adopted and 
prepared for adoption. The need for performing such work 
became evident after we conducted a mass 2-year survey of 
the rural population of Rostov Oblast. 


The survey showed that most workers of agricultural 
enterprises which have been subjected to reorganization 
were totally unfamiliar with the legislative statutes in the 
sphere of land relations and new forms of ownership and 
economic management. They have a vague under- 
standing of private ownership of land and other means of 
production, and of those rights and responsibilities 
which are placed upon a citizen when he is granted this 
ownership (including taxation, leasing, purchase-sale, 
the true price of the land, etc.). A survey of farmers 
showed that only in the third year of their activity do 
they begin to understand the meaning of the laws and the 
rules of the game which regulate their production 
activity. At the same time, many of them directly state 
that if they had known their rights and responsibilities 
from the very outset, they would not have risked 
becoming independent owners. 


Taxation of rural goods producers must occupy a special 
place among economic incentives. In our opinion, a 
unified tax must be introduced, which represents deduc- 
tions in percentages from the total value of the land and 
other means of production, appraised at the start of the 
year on the basis of a cadastre appraisal of land and the 
property declaration. At the same time, provision should 
be made for tax exemption benefits, as well as for 
penalties for tax evasion. 
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Moreover, effective measures are needed to protect the 
interests of rural goods producers, regardless of their forms 
of ownership and economic management. First of all, it is 
necessary to ensure parity of prices on agricultural produc- 
tion and equivalency of exchange between a rural landowner 
and other sectors producing resources for the farm. 


Thus, in order to implement agrarian reform, we need a 
system of state measures which are intended for a 
long-term period of time and which encompass organi- 
zational-legal aspects as well as economic measures. 


Stanislav Shatalin Describes Activities of His 
New Company 


944F 1602A Moscow RABOCHAYA TRIBUNA 
in Russian 30 Sep 94 p 2 


[Article by Academician Stanislav Shatalin: “How and 
Why I Became and Entrepreneur’’] 


[FBIS Translated Text] The first thing I consider it 
necessary to state is that I do not consider myself an 
apostate from science. Just as I do not consider myself a 
violator of the old commandment. 


The creation of the financial union Shatalin and Co. 
does not fly in the face of the directions of my personal 
work and the activity of the international Reform Fund, 
which I head. I will say more: With the aid of the 
financial union I will try to realize in practice what I 
have worked out in the area of theory. Specifically in the 
area of the social orientation of the economy. To be 
frank, I will try to prove that even today, in the extremely 
difficult times we are experiencing, it is possible to 
conduct business in such a way that things will be easier 
for the citizens of Russia, if only a little. 


But there was one other consideration that prompted me 
to enter on the path of business. It is my conviction that 
it is not acceptable to react with words alone to the 
shameless affairs involving shares with which everyone 
is familiar. It is useless and pointless to criticize and 
become disturbed when you are dealing with out-and-out 
cynicism. And observing the behavior of certain joint- 
stock companies, Russians could quite well become 
disenchanted with the market economy and the possi- 
bility of market structures to work for the good of people. 
And then it would be too late to rectify the situation. 


What will our union engage in? My answer: manage- 
ment. We have selected five investment projects which 
have undergone careful comprehensive expert appraisal 
and financial evaluation. I can say honestly that these 
projects are realistic and advantageous, their period of 
recoupment is short, and their profitability is no less 
than 30 percent. And the main thing is that they are 
aimed at satisfaction of vital human needs. The financial 
union will engage in the implementation of these 
projects, thus providing for the investors’ participation 
in vital work. 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 














FBIS-USR-94-111 
13 October 1994 


These projects vary in scale and level, and the only thing 
they have in common is absolute reliability. And taken 
together they will make it possible to react flexibly to market 
conditions and quickly ‘transfer’ capital to the branch that 
is most advantageous for the business at the given time. 
Judge for yourselves. The construction of an office-hotel 
complex on Taras Shevchenko Embankment in Moscow 
bearing the name of our fund, Reform, will be the first and 
one of the largest facilities of the future Moscow City. The 
construction of extremely comfortable cottages in the most 
prestigious places in the Moscow area and at the same time 
the production of very inexpensive mass-produced cottages. 
The purchase and sale of wholesale batches of food using 
our own world class wholesale base. Management and 
production of compact electric plants. Anyone can see that 
there is practically no risk in any of these projects of ours. 
Moreover there is a guaranteed constant influx of dividends 
which are quite excellent by world standards. The financial 
union, I repeat, is not a bank but a management company. 
The Reform Bank will accumulate funds for us. 


The corresponding agreement on long-term cooperation 
has been signed between the union and the Bank. I am 
also the Bank’s president. (So your humble servant is 
now in business in two positions—president of a finan- 
cial union and president of a bank.) I will say at the 
outset that the interest rates we have established for 
investors are not quite the usual—they are somewhat 
lower than in other Russian commercial banks hut 
significantly higher than world rates. In foreign exchange 
the minimum deposit is $500 and the interest is as 
follows: three months at 16 percent annually, six 
months—18 percent, and a year—22 percent. The con- 
ditions for ruble investments: We guarantee payment of 
a quarterly dividend of 100 percent annually. 


Not very much? That depends on how you look at it. 
Under current Russian conditions where the majority of 
structures are setting the task of deceiving people, grab- 
bing what they can, and running, no, it is not very much. 
But I do not intend to take what I can and run. Therefore 
we are offering something realistic. Everything has been 
calculated, everything has been checked. The risk has 
been reduced to a minimum. So our dividend, as they 
say, is small but good. A vital business will not let us 
down. And serious people are drawn into a vital busi- 
ness—those who are not accustomed to risking their 
savings for nothing, those who think not only of today’s 
large proceeds but of guarantees for the future. 


Actually I could stop right here in my explanation of why 
I became a businessman and now I intend to conduct 
business. Anticipating several other questions and pre- 
paring for them, I will say the following. First: I will keep 
my money in the Reform Bank. But, naturally, it 1s not 
only my money and not only the money of workers of the 
Fund that is in this bank. There is other money there, 
and significant amounts. Certain sums have been 
invested not in real estate but in technology and produc- 
tion. I would never sign my name on the dotted line if 
there were not some real material backing in addition to 
calculations and predictions. 
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Second: Am I afraid of failure? Of course! But still I do 
not think | will fail. | am counting on the material base 
we have. I am counting on the Fund’s collective: They 
are eminent scholars—analysts, political scientists, 
experts in financial evaluation of projects, bankers, and 
specialists in the area of foreign economic relations. | 
think that all the projects we intend to carry out have 
already been verified according to international 
methods. In a word, I have every reason to think that our 
business is a reliable one. 


But still people might ask me if perhaps I went into 
business to get rich myself. To be honest, that is the last 
thing on my mind. It is simply interesting to me to try 
myself to do what our current leaders are completely 
unable to do: To enter the market with an intelligent and 
socially oriented approach. Today I would even speak 
about a morally oriented economy. The German sociol- 
Ogist and economist Max Weber had good reason for 
emphasizing the inseparable link between the ethical 
code of the believer and the spirit of capitalist manage- 
ment and the way of life. And my personal task is to 
orient human beings toward making their private life 
more advantageous. I have and will stand firm on this. 


From the editors: The financial union Shatalin and Co. 
made its debut in the Sovintsentr yesterday. In addition to 
the head of the company himself, members of its board of 
directors, Stanislav Assekritov, Nikolay Shmelev, Martin 
Shakkum, and others spoke to the journalists. 


Details of One Russian Emigre Mafia Crime Revealed 
944F 1602B Moscow SEGODNYA in Russian 15 Sep 94 p 5 


[Article by Vladimir Kozlovskiy: “The Russian Mafia 
Has Long Arms. The Informed Khurchalla and the Great 
Deception with Solar Oil’’] 


{[FBIS Translated Text] New York—The case of Charles 
Khurchalla, owner of the Pennsylvania company Petron 
Oil, did not go particularly well: The clients rushed to his 
competitors who sold diesel fuel at a lower price than he 
did. One fine day it was explained to him what was going 
on: A colleague invited him to a meeting with people 
from whom Khurchalla could buy solar oil at a much 
lower price. The adroit salesman could push the com- 
modity at throwaway prices because the American 
authorities inflated them with taxes. Khurchalla was 
invited to participate in the business under mutually 
advantageous conditions, and he agreed, but he himself 
immediately went to the FBI and was a silent informer 
for them for a year. 


The affair, in which Soviet emigrants and the local 
Italian mafia participated, brought such profits that 
when the head of the emigrant contingent, former 
Kievan Yakov Dobrer, finally became aware of every- 
thing he returned to the authorities $6.6 million and 16 
motor vehicles purchased with revenues from operations 
with solar oil for an overall cost of $340,000. 
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The participants in the affair took advantage of the fact that 
when solar oil is sold for heating homes, it is not subject to 
excise tax, but when this same solar oil is sold as diesel fuel 
it does have an excise tax amounting to approximately 30 
cents per gallon. The clever people did not pay the tax, 
which enabled them to sell the diesel fuel at a lower price 
and ruin unsuspecting competitors like that same Khur- 
challa, who were earning an average of 0.8 cents per gallon 
of solar oil. The participants in the affair headed by Dobrer 
sold diesel fuel at 8 cents below market price. 


As it said in the legal charges that were filed, the 
emigrants sold a total of 50 million gallons of solar oil 
and between October 1991 and December 1992 burned 
the tax administration for almost $15 million. Khur- 
challa explained in an interview with the newspaper 
WALL STREET JOURNAL that his firm Petron Oil had 
sold solar oi! No. 2, which is not taxed and which was 
then passed from hand to hand three times until finally 
the fourth company sold it as diesel fuel—now at a 
higher price as though it included the tax. 


One time the two-faced Khurchalla met with his con- 
tact—the Soviet emigrant David Shuster—in the Guest 
Quarters Hotel in Pennsylvania, where the latter pre- 
sented him with a gold Rolex watch worth $40,000 for 
being an excellent merchant. As a result of participation 
in the affair Khurchalla received a total of $513,670, 
including $350,000 in cash. He honorably turned over 
the watch and the money to the authorities. 


Because of the information obtained from Khurchalla, 
17 individuals and three companies were declared guilty. 
Schuster and his Italian colleague Jerry DiTursi owned 
up to everything and are now awaiting their sentence. 
Four emigrants fled to Russia, but the Russian authori- 
ties arrested two of them and turned them over to FBI 
workers to be sent back to America, although there is no 
agreement on this between the two countries. The other 
two emigrants, including Dobrer, who has American 
citizenship, voluntarily returned to the United States. 


Dobrer, whom Khurchalla helped to expose, was convicted 
in Philadelphia, where he admitted that he had fleeced the 
states of Pennsylvania, New Jersey, New York, and the 
federal tax administration of $48.5 million. 


The American authorities are using this case as an 
illustration of their references to the growth of organized 
criminal groups consisting of emigrants from the former 
Union. Although they do not yet have the complicated 
structure that the Italian mafia has, “‘they are developing 
more rapidly than any other organized criminal grouping 
we have seen in the United States,”’ stated chief of the 
corresponding department of the FBI, Jim Moody. 


Speaking at a recent international conference on crime 
problems, the deputy chief of the U.S. Department of 
Justice, Jamie Gorelick, stated that “Russian organized 
crime” in America is involved mainly in affairs and 
laundering money. Prosecutor Robert Courtney, who is 
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in charge of cases of individuals exposed with Khur- 
challa’s help, notes that the emigrants found their niche 
in the American criminal world: evasion of fuel taxes. 


Many emigrants have made their fortunes on gasoline. 
There is still the opinion that the emigrants simply 
diluted the fuel with water, but in reality it is more a 
matter of evading the excise tax on fuel. FBI Director 
Louis Freeh stated that emigrants “‘once associated with 
the Cosa Nostra control more than 50 million gallons of 
gasoline a month, failing to pay approximately $7.5 
million in federal taxes for this.” 


Russia To Accept Only Third World Political Refugees 
944F1602C Moscow SEGODNYA in Russian 15 Sep 94 p 2 


{Article by Viktor Khamrayev: “Russia Will Accept Only 
Political Refugees”’} 


[FBIS Translated Text] Those who wish to “earn money 
on speculation”’ will be refused refugee status. 


Russia has begun to organize immigration control. This was 
reported yesterday at a news conference of the Russian 
Federation Federal Migration Service by the deputy chief of 
the Federal Migration Service, Viadimir Volokh. 


Migrants arriving in Russia in search of refuge in the near 
future will settle upon arrival in specially created centers for 
temporary housing. It is planned to construct 12 of these 
centers in various Russian regions, and “the question is 
being worked out” with the administration chiefs now. 


The Ministry of Health has already begun to develop 
sanitary-hygienic norms for the residence of immigrants 
in the centers and “plans” for their medical service. They 
have enlisted departments and organizations which will 
engage in overall adaptation of the newcomers, teaching 
of the Russian language, labor placement, etc. The 
refugees will be in the centers until the workers of the 
Federal Migration Service determine their status. If 
upon investigation it turns out that the facts presented 
on the written declaration of the immigrant on the basis 
of which he is petitioning for refuge are false, he will be 
refused the status of a refugee. 


In this connection Mr. Volokh clarified that the status of 
refugee would be granted only to those “who were 
subjected to persecution in their homeland.” Economic 
migrants—‘those who simply do not have a good life in 
their homeland and therefore they are coming to earn 
money on speculation”—the will not be regarded as 
refugees by the Federal Migration Service. 


As was Stated at the news conference, the centers are only 
one of the measures aimed at “preventing and reducing 
uncontrolled foreign migration.”” Among the others— 
immediate and significant decisions—Mr. Volokh men- 
tioned the creation of posts for immigration control at 
border crossing points. A post is already in operation in 
Krasnodar Kray. In the near future workers of the 
Migration Service will open up posts in St. Petersburg 
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and Leningrad Oblast, Stavropol, and Maritime Kray. 
The funds allotted for these purposes, true, will be 
sufficient to pay only 1,100 workers, while the Federal 
Migration Service has a need for 8,000-10,000. 


In addition to this, journalists were told that the Federal 
Migration Service will create representative offices in 
nearby and distant foreign countries from which the most 
citizens are coming to Russia today. Among the countries 
that are “suppliers” of refugees to Russia, they mentioned 
Iran, Iraq, Somalia, Angola, Sri Lanka, and Afghanistan. 


The envisioned measures, which were earmarked in 
compliance with an edict of the president published a 
year and a half ago and are in two governmental decrees 
adopted on 8 September of this year, will help, in the 
opinion of the deputy chief of the Federal Migration 
Service, to bring order into work with “foreign citizens 
and individuals without citizenship” seeking refuge in 
Russia and also to make life easier for refugees, of whom, 
according to data of the Federal Migration Service, there 
are more than 500,000 in the country today. But the 
most important thing, in Mr. Volokh’s words, is that by 
introducing order and control and shifting Russia “‘to a 
civilized basis in questions of migration” it will be 
possible to significantly restrict the flow of illegal 
migrants, who cause a good deal of harm to our state. 


Expert Views ‘Criminalization’ of Russian 
Economic Activity 


944F1548A Moscow IZVESTIYA in Russian 21 Sep 94 p 9 


[Article by Andrey Neshchadin of the Expert Institute, 
Russian League of Industrialists and Entrepreneurs: 
“*Russia’s ‘Grey’ Economy”’] 


[FBIS Translated Text] Today the greatest problem in 
the economy is criminalization of society in the broadest 
sense. I am referring not to felonious behavior, but rather 
to illicit behavior by a majority of the population. For 
example, in the West tax evasion is regarded as one of 
the most serious crimes there are. Not in our country. 


The sources of the problem. Allegedly we inherited crime 
structures from our communist past. That is both true 
and untrue. The “shadow” economy of that era was 
quite large-scale, but it was a shadow economy by Soviet 
standards—the after-hours contractors, underground 
cooperatives, etc. that existed then did not fall within the 
purview of the law. 


In 1990-91 this economy came out of the shadows due to 
changes in legislation. In 1991 only 15 percent of all 
construction work was done by cooperatives—at the 
time the only permitted form of economic operation. 


How Money Is “Made” 


Where did those cooperatives come from? They were the 
after-hours jobbers’ offices, the underground coopera- 
tives and the leasing enterprises run by the likes of 
Massarskiy, Tumanov, Lvov and Bocharov. 


RUSSIA 45 


Then the MZhKs, the youth building cooperatives, got 
loose from Komsomol and party control by co-opting 
Komsomol and party leaders into their structure. 


Where did start-up capital come from in those days? 
There were several options. Firstly, the difference 
between state prices and commodity exchange prices. 
Exchange capital gave a start to Neverov, Borovoy and 
many others. 


The second option: the difference between world prices 
and domestic prices (Atalyants, the ANT Group, and 
Artem Tarasov). 


Third option: import transactions. The dollar was 
quoted at rates ranging from 18 to 50 rubles, and in each 
specific case your personal status and how much Gos- 
bank liked you played a role. 


Profits also accrued from the difference between com- 
pensation fund limits for cooperatives, independent 
Organizations and state-owned enterprises. Whereas 
state-owned organizations could allocate up to 30 per- 
cent for wages and salaries, cooperatives could pay out 
50-60 percent of their take in wages and salaries. 


This system was at its peak from mid-1991 through 
mid-1992. Permission to engage in foreign economic 
activity and acquisition of licenses and quotas at all 
levels involved favorable attention by certain officials in 
exchange for a specified payment. 


If you look at government decrees issued in those years 
you find that none of the special exemptions were 
granted to entire industries or sectors. They went to 
specific organizations, oblasts and constituent republics 
of the Russian Federation. Flagrant lobbying went on, 
assuming an obviously criminal nature. 


By February 1992 the ability to accumulate start-up 
capital by means of exchange operations disappeared 
due to price liberalization. The money-making shifted to 
import-export operations. This was where most of the 
corruption and most of the “shadow” capital became 
concentrated. People played off the understated value of 
shipments abroad and sold products at dumping prices. 
The price differential went into individual accounts. At 
the same time the price of imported products rose, and 
that difference also went into individual accounts, i.e. 
into the shadow economy. 


By mid-1993 this source also began to dry up, because 
our domestic prices had begun to approach world prices. 
But a profitable window of opportunity opened for 
banking structures—the difference between Central 
Bank rates and rates for the loans that banks extended to 
enterprises. The difference became colossal: at the start 
of 1993 the interbank interest rate was 120 percent, 
while the lending rate was 240-300 percent. 


Banks got used to reaping outrageous profits without 
having to put forth much effort. Attempts to get loans on 
favorable terms began to assume a criminal nature. 
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By the end of 1993 Central Bank rates had become 
positive, i.e. were higher than the rate of inflation. In 
their place there emerged a powerful alliance of trading 
and banking capital. What is the essence of that alliance? 
Trade begins operating at the level of wholesale depots, 
which are very seldom monopolies. For example, com- 
puters are shipped from Japan to Khabarovsk and then 
sent on to Moscow—there are no other trade routes. We 
now have several major “wholesaler cities”: Moscow, St. 
Petersburg, Brest, Novorossiysk, Murmansk and Vladi- 
vostok. These cities are the primary product suppliers. 


These wholesale structures have begun to operate not with 
massive profits, just with a profit norm. The markup on 
many products is 200 percent or more. Now that amount 
has begun to come down, but not enough yet. 


It was precisely this sector that the banking system 
financed, receiving its highest returns as a result of this 
large markup. The public is still not formulating 
demand; that process is only now beginning. Up until 
now our entire demand side has been driven by the 
wholesale markets. The struggle was fierce. As a result of 
the privatization of the sales network not a single 
Moscow enterprise now has its own brand-name store. A 
number of furniture combines have been forced to open 
sales departments in their hallways, because no other 
space is available. Following privatization Mosmebel- 
torg [Moscow Furniture Trading Company] kept a firm 
hold on its market. 


This also applies to other enterprises, including agricul- 
tural ones. For example, only one-third of the price of a 
container of milk is the original purchase price paid to 
the farmer. The rest goes to processing enterprises and 
the sales network. The hope that competition would be 
created by privatizing small stores is ludicrous. On the 
contrary, by doing that we have created an even larger 
shadow economy. 


Business Moves Into the Shadows 


Next step toward privatization: after the emergence of 
small business, promises by the Gaydar government to 
support that sector degenerated into outright suppres- 
sion of all enterprise. If one compares legislation gov- 
erning enterprise from this period with the Ryzhkov 
period, it is clearly evident that the Gaydar-era legisla- 
tion precludes any possibility of small business develop- 
ment. This applies to the registration system, to taxation 
and to the system for conducting transactions. 


Powerful factors leading to criminalization have emerged. 
Taxation, the impossibility of obtaining loans, the absence 
of government protection from racketeers, and banks’ 
unwillingness to work with small business. Then there is the 
flourishing of bureaucratic extortion all along the way, from 
registration, licensing and obtaining quotas to basic health 
department certification or quality certification. 


Virtually all small businessmen have moved into the 
shadow economy. The shadow economy is not the same 
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thing as “black market,” which now refers to the drug trade, 
weapons trafficking, prostitution, pimping, etc., i.e. all the 
things that are clearly subject to criminal prosecution. 


The “grey” economy is characterized by the fact that it 
does not pay taxes, does not register and does not 
document its transactions in a legal manner. The scale of 
this phenomenon is now so great that it can no longer be 
ascribed solely to the flaws of the old communist society. 


One must give the government its due, because in 1994 
it admitted that 42 percent of Russia’s 1993 retail trade 
took place either through “shuttles” and private individ- 
uals or through unregistered companies. This is essen- 
tially smuggling carried on under the guise of transit 
shipments that are subsequently “‘lost’’; shipments sent 
to fictitious joint ventures; and goods brought in in 
suitcases by individuals who pay off customs officers 
based on the amount they are carrying. Add to this sales 
straight out of boxes and bins and large volumes of sales 
by citizens of Ukraine and Belorussia in exchange for 
Russian rubles. 


There is also another side to the coin. We are talking about 
an economy that does not exist, which cannot conclude a 
legal contract, appeal to a court of arbitration, demand 
repayment of debts through official channels, or protect its 
goods and its facilities. The whole system is forced to 
operate through shadow arbitration and contracting, 
shadow legislation, and shadow security services. 


This is the soil from which a huge racket has sprung up, 
with its bloody feuds, divvying up of sales markets, 
creation of zones of influence, etc. 


The entire service sector has moved into the shadows. 
Although official statistics claim that there has been a drop 
in the volume of services by 38 percent, in actuality the 
exact opposite has occurred: the service sector is flourishing 
and expanding. Newspapers print large numbers of 
announcements: will install porch windows, will hang doors, 
will assist with apartment exchange. It is unlikely that these 
services are being offered by officially registered companies. 
There is only one principle: service for cash. 


State-owned enterprises have begun to move into the 
shadows as well, spinning off new companies, mini- 
companies and cooperatives. On the one hand, this is 
only reasonable, a means of survival, the same route 
taken by East Germany after reunification. But, on the 
other, this creates the non-payment crisis and siphons off 
state funds into the shadow economy. 


That is why incomes are rising despite a decline in 
production. Concealed unemployment is enormous, but 
no one is worried about ‘t. People have found second 
jobs and supplementary income in the shadow economy. 
This has become a normal part of survival. 


“Beachheads” for Former Ministers 


The next severe problem involves management. In the 
Soviet era there was a clear-cut system for training 
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management personnel: institute—production work— 
Komsomol work—production work—party or soviet 
work—-promotion to Moscow—additional study (at the 
Economic Academy or the Higher Party School)—a 
high-level position, once again in an outlying region. At 
the end of his or her career an individual knew that he or 
she was guaranteed a spot as an advisor to his “patron” 
or an ambassador to some African country. 


How do things stand today? Consider the career of an 
administration head. There is no chance of bringing him 
to Moscow, so his accustomed life ends with the end of 
his tenure in office. The director of a joint-stock enter- 
prise is in the same situation. Employees at other high 
levels face the same prospect. 


That is why people at the level of minister are beginning 
to create financial structures and funds for themselves 
ahead of time, preparing their ““beachheads” (Nechayev, 
Petrov and Aven). In other words, taking advantage of 
the situation to accumulate their start-up capital. 


If we do not break this vicious cycle of siphoning off huge 
amounts of money from the energy complex into the trading 
system, from there to banks and from there back to trade, if 
we do not change the tax system, and if we do not develop 
business ethics and effective legislation, then we face the 
threat of complete criminalization of our society. 


MVD Personnel Chief Astapkin Discusses Militia, 
Crime 
944F1548B Moscow SEGODNYA in Russian 9 Sep 94 p 9 


[Interview with Igor Vasilyevich Astapkin, MVD per- 
sonnel chief, conducted by Sergey Fomin: “Igor Astap- 
kin: We Really Are Taking Serious Losses”’] 


[FBIS Translated Text] /gor Vasilyevich Astapkin was 
born in the Far East in 1940. He is a graduate of Saratov 
Juridical Institute and worked as an investigator with 
various law enforcement agencies. Since 1988 he was 
worked in the Ministry of Internal Affairs apparatus. 
Astapkin is head of the Russian Federation MVD's Per- 
sonnel Main Administration and a lieutenant general of 
the internal service. 


[Fomin] One gets the impression that respect for the 
militia is on the decline, and that the militia itself has 
gotten smaller. Everyone who has something to protect is 
bringing in their own “patrol services” and establishing 
order through their own efforts. Municipal militias have 
also appeared. 


[Astapkin] That is not quite accurate. The emergence of 
security guard structures which, in some people’s opinion, 
do the same things as the militia is simply more visible. One 
day a person walks past a store and no one is there, then the 
next day a security guard is standing there. And it appears 
that it is not the militia that is keeping order, but instead 
that individual dressed in camouflage clothing. But in fact 
there did not used to be such a large number of banks in 
Russia, for example, and someone has to guard them; the 
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militia is not capable of coping with that all at once. The 
number of militia personnel has not decreased, it has 
actually expanded. That includes the number of people 
working to protect citizens’ apartments, state-owned enter- 
prises and private structures. Their managers are beginning 
to realize that private security guards do not have the same 
recruiting system or the same attitude toward service. Many 
people are dissolving their contracts with them and 
switching to militia protection, even though it costs more. A 
security guard’s pay is higher, but the expenses to maintain 
a militia officer are greater, because we not only invest pay 
in them, we also spend money on uniforms, protective 
equipment and active defensive equipment, as well as on 
social security for our employees and transportation costs. 


Recently the number of militia officers has increased by 
roughly 30 percent, and this increase has been funded out 
of both state and local budgets—these are the funds being 
used to create the public security militia, or municipal 
militia. This is not some other militia, it is our own 
Russian militia. True, in some places efforts are being 
made to “detach” it somewhat from the general militia, 
but those attempts, firstly, are completely illegal and, 
secondly, could lead to undesirable and serious conse- 
quences in which two groups of armed individuals might 
oppose each other in a certain situation. That must not be 
allowed, and therefore by law the entire militia is unified. 
Despite all the talk about it having become less prestigious 
to serve in the militia, people are coming to us more 
actively now than in the past. Along with young people’s 
typical desire to help protect public order and fight crime, 
a certain role is also being played by the overall situation 
that exists in Russia. There are fewer jobs available, and 
enterprises are cutting back. The militia is appealing 
because it is a dependable state structure which at the very 
least pays wages regularly, and a place where one can 
receive support and protection not only for oneself but also 
for one’s family. 


[Fomin] But the crime rate is going up. Once again, one gets 
the impression that a majority of crimes go unpunished... 


[Astapkin] Previously the conviction rate was 90-95 
percent, according to the statistics. Now that rate is 
50-60 percent, and approximately 70 percent in the most 
fortunate regions. But this is largely attributable to 
changes in the reporting method. Whereas previously 
these figures were based on information obtained as soon 
as a person was accused of committing a crime, now the 
information is only reported when the investigation is 
complete and the case has been handed over for trial. 
The figures have become more realistic. 


[Fomin] You said that the number of MVD employees is 
increasing. But people are in fact quitting the militia... 


[Astapkin] As a rule the new commercial structures want to 
have their own legal specialists, and they can pay them big 
money. The only place that experienced legal specialists can 
come from is the courts, the procuracy or the MVD. The 
courts have started paying more, and so has the procuracy. 
That leaves the MVD. Even though MVD pay increases 
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regularly, it will never reach the level commercial structures 
offer, and there is probably no reason for society to strive to 
accomplish that. Nevertheless, this does lure our legal 
specialists away to work in those structures. And unfortu- 
nately as a rule it is the most qualified personnel that are 
leaving. We are getting young people who still have to get 
their academic and field training. The insufficiently high—I 
would say outdated—level of training is manifested in the 
quality and efficiency of their work, and in their level of 
legal knowledge. It should be noted that recently the min- 
istry has taken a number of measures aimed at improving 
the system of educational institutions, increasing the 
number of students enrolled and improving the quality of 
training. Our 45 educational institutions currently have five 
academicians, more than 170 professors and anproximately 
2,000 candidates of sciences. Enrollment has increased from 
12,500 in 1991 to 32,000 at the present time. Competition 
to enter our educational institutions has increased consid- 
erably, and in some places there are now 10 applications for 
every admissions opening. 


[Fomin] It may be that specialists are quitting quite simply 
because it is dangerous to serve in the militia now. One 
constantly hears about assaults. In a majority of countries 
the penalties for assaulting a policeman are severe, but in 
our country the situation seems to be different... 


{[Astapkin] Generally speaking, we have a very compli- 
cated judicial process. A simple example: when a plane is 
hijacked in the West, the hijacker goes to court within 
four or five days, is sentenced, and goes to jail. He is then 
isolated, the investigation can continue, and crimes 
committed by that person in other places can be added to 
the charges as well. Most importantly, he has been 
convicted, and people know that the criminal was pun- 
ished and justice has been served. In our country all 
types of criminal trial proceedings are unfortunately very 
protracted. Clearly this is traditional—the process of 
proving guilt is very lengthy, even when the fact that a 
crime was committed is obvious. It seems to me that our 
efforts to step up the fight against crime should not rest 
so much on increases in the number of people working in 
internal affairs organs and all the other law enforcement 
structures as they should on improving and streamlining 
criminal trials. We might not have to request additional 
personnel if all stages in the investigation were reduced 
to reasonable limits. And one of our biggest “bottle- 
necks,” if I may call it that, is investigation. I have 
already said that it is the most qualified people who are 
quitting, and it is investigators who are the most quali- 
fied. Lately investigation has really gone downhill in 
terms of professional training. Whereas in the past more 
than 90 percent of investigators were specialists with 
higher education, now that figure is 50-60 percent, and 
even less in some regions. On the whole our laws are 
quite strict. However, when it comes to responsibility for 
crimes committed against law enforcement officers, 
unfortunately even though the law contains an article 
establishing a penalty for attempts on the life of a militia 
officer, judicial practice for some reason has been 
unwilling to “single out” our officers from any other 
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citizens. In our opinion this indicates a need for serious 
improvement of the legislation in order to give our 
officers greater certainty that they are protected. If that 
were the case they would function more dependably, 
knowing that they are there to uphold the law, and that 
the law supports them as well. 


[Fomin] During the election campaign some politicians 
stated that the best means of fighting crime would be to 
shoot criminals on the spot... 


[Astapkin] That is irresponsible. That does not exist in 
any state in the world, with the possible exception of a 
few repugnant regimes. It must be proven that the 
criminal has committed the crime. Everything must be 
kept within civilized bounds. 


[Fomin] There have been reports that the number of 
suicides among MVD officers is higher than losses in the 
line of duty, and is constantly increasing... 


[Astapkin] It is not increasing, it is decreasing, despite 
those rumors. During the first six months of 1993 there 
were 183 reported cases of suicide, and during the first 
six months of 1994 there were 161. That is a 12-percent 
reduction, despite the higher number of personnel, as we 
have already mentioned. However, 161 cases is still a lot, 
and that bothers us. We are analyzing why suicides are 
most frequent among officers on patrol duty and at 
correctional facilities. We have a complete analysis of 
each incident: three supervisors, 12 officers in criminal 
investigation, 12 precinct inspectors, 44 patrol officers, 
20 employees of security associations, 13 firemen and 25 
personnel at correctional facilities. There have been 
some changes in this regard. Whereas previously internal 
affairs organs never had psychologists, now we are hiring 
them and training them at our educational institutions. 
Their job is to help supervisors select personnel and 
monitor their psychological state while in service. 


[Fomin] Recently there have been changes in the system 
of correctional facility security. Internal troops replaced 
the MVD. And there have been riots, and hostages have 
been taken... 


{[Astapkin] The hostage-taking did not start yesterday; it 
has been going on for six or seven years. Lately the 
numbers have gone down. Clearly that is a result of the 
fact that not one incident has ended successfully for the 
hostage-takers. Everywhere the hostages, as a rule, have 
been freed, though there have been personnel losses. But 
the criminals have not succeeded in carrying out a single 
plan. Now we have established special units in each 
region to deal with hostage-taking within the correc- 
tional facility system. These are small groups of very 
well-trained individuals. They operate cleanly, skillfully, 
quickly and, as a rule, with no losses. Incidentally, the 
transfer of correctional facility security to MVD organs 
will take place gradually, primarily in areas where the 
number of warrant officers who have signed contracts 
exceeds 80 percent. This was done in order to avoid 
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having prison camps guarded by young recruits, because 
that kind of service has bad effects on soldiers. 


[Fomin] The Armed Forces are currently undergoing 
cutbacks. Do you intend to hire former officers and 
noncommissioned officers? 


[Astapkin] I would go so far as to request that your 
newspaper encourage former military personnel to seek 
us Out more actively. Last year about 7,500 military 
personnel became officers. After six months of training 
they are now working as investigators, preliminary inves- 
tigators and special agents. I made special inquiries as to 
how former officers were getting along here. As a rule, 
the responses I received were positive. Of course, they do 
best in the rank-and-file units: patrol units, motor 
vehicle inspection, and off-duty security. They bring a 
military spirit, responsibility and discipline to our work. 


[Fomin] Recently there have been reports of senior 
militia officers being assassinated. Would you say that 
this is part of some plan? 


[Astapkin] We cannot say that our officers are being 
hunted down in an organized way. This is simply crim- 
inals’ effort to avoid prosecution. Criminals, aware that 
these officers have information concerning their activi- 
ties and lacking any other means of influence, are simply 
attempting to physically eliminate MVD personnel. But 
that is something that has always gone on, and unfortu- 
nately always will. We are currently directing our per- 
sonnel to be more vigilant. Whereas in the past an officer 
could serve without carrying a weapon, nowadays a 
pistol is not even enough. We really are taking serious 
losses, with about 200 people killed each year. A very 
important act is planned for 10 November: a monument 
will be erect on Moscow’s Trubnaya Square honoring 
MVD personnel killed in the line of duty. St. Petersburg 
is currently completing casting of the principal figure, 
which will be set atop a 22-meter column. 


{[Fomin] What are your feelings on allowing the public to 
purchase weapons freely? 


{Astapkin] Negative. I do not believe we ar for 
that. What good would it do? Who says t’ one 
who wants to attack a person will be af. 20 it 
because that person might be carrying a pistoi? He will 
just be quicker to shoot. The law establishes the death 
penalty for murder, yet people commit murder and are 
not afraid of that. And I am certain that even if we were 
to really apply that measure, without waiting five years 
to see whether or not a pardon will be issued, it would 
still be only a very weak deterrent. The level of protec- 
tion would not increase, I assure you, there would just be 
more weapons falling into the wrong hands. And there 
would be greater opportunities for people to get weapons 
who have no right to them—just by paying a bribe. 


[Fomin] How does the MVD benefit from shifting to a 
contract system? 


RUSSIA 49 


[Astapkin] It gives us the opportunity to stipulate in the 
contract terms which, on the one hand, bind our 
employees more firmly to our system, for example 
through the receipt of housing, and on the other requires 
employees to work more actively and more conscien- 
tiously. However, the terms that are stipulated do not 
always have financial backing. Several of the benefits 
proclaimed in the Statute on Service are not available. 
For instance, the Militia Law states that a precinct 
inspector should receive housing in the precinct he 
serves within six months time, and in many cases that 
does not happen. So those who are supposed to uphold 
the law lose respect for the law. We are also ur able to 
extend loans which employees are supposed to receive so 
they can build their own houses. The head of the Central 
Bank sends us a telegram that says: ““Do not pay out the 
money, because there is not any.”’ We go to the general 
procurator, the general procurator appeals Gerash- 
chenko’s directive as illegal, yet still no money is paid 
out. The state should realize that if it wants good 
protection, then it will have to spend an adequate 
amount of money to get it. A federal anti-crime program 
has now been approved, and it envisions expansion of 
the number of MVD personnel by 90,000 by 1994. Buta 
year has gone by, and we still have not gotten those 
personnel, all because of money problems. 


[Fomin] Do you not receive anything from correctional 
facility revenues? 


{Astapkin] The income from products manufactured at 
correctional facilities goes into the budget, and the usual 
taxes have to be paid. The issue of making enterprises 
where convicts are employed tax-exempt has been raised 
on many occasions. We do purchase products from our 
own enterprises, because they operate on a cost- 
accounting basis. 


{[Fomin] It has been reported that it is possible to 
establish joint ventures with those enterprises... 


[Astapkin] Some steps have been taken in that direction. 
These are set forth in the law that governs economic 
operations by our enterprises. At a recent board meeting 
the issue was considered, with participation by commer- 
cial structures from Kirov Oblast which operate joint 
ventures with our prison camps. As a rule our prison 
camps have always worked in cooperation with large 
enterprises, where they did the most menial labor. Now- 
adays if a large plant is idled, then that means that our 
enterprise which is connected with it is idled as well. So 
the idea was raised of not being dependent on anyone. Of 
course, these joint ventures should be under strict con- 
trol and operate solely on a legal basis. 


[Fomin] In your opinion, increasing the number of MVD 
personnel will not guarantee a decrease in the number of 
crimes committed. But many people feel that our militia 
is small in comparison with those in other countries... 


[Astapkin] You did not fully understand what I was 
saying. Firstly, we have always been funded on the basis 
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of the “leftover principle” —if the government does not 
have the money, then we don’t get the increase. No one 
has ever given much thought to how many people we 
actually need. When we sat down and seriously analyzed 
just how many criminal cases one person can investigate, 
how much territory one person can serve, how many 
kilometers of road one person can secure, and so on, we 
concluded that we need 325,000 more officers. We told 
the government that, and our calculations were taken 
into consideration. When I said that larger numbers will 
not produce results everywhere, I was referring to inves- 
tigation, preliminary investigation and apprehension of 
suspects. When it comes to patrols, off-duty security and 
precinct inspectors, those levels are set by presidential 
edict. The militia should be on the street; it should be 
visible. As for coordination of the various services, many 
people feel that the “MVD monster” should be broken 
up. Firstly, within that “monster” each person performs 
his duty, and with proper coordination of actions 
everyone complements and assists each other. Secondly, 
no matter which of our Western colleagues we speak 
with, they are all very dissatisfied with the fact that in 
their countries police functions are scattered among 
various official agencies. They say: “You have an oppor- 
tunity to work as a single strike force—don’t destroy 
what you already have.” 


Aviation Plant Director on Operations, Development 


954E0009A Moscow VOZDUSHNYY TRANSPORT 
in Russian No 40, Sep 94 p 11 


[Article by Valeriy Trikoz, director of Experimental Plant 
No 408, Russian Federation Ministry of Transport: “Sur- 
vival or Development? We Choose Development”’} 


[FBIS Translated Text] 
[Begin boxed material] 


Information about the author 


Valeriy Kirillovich Trikoz graduated from the Moscow 
Wood Technology Institute in 1965 with a specialty in 
automated control systems. From 1965 to the present he 
has served in civil aviation. 


He served as engineer and head of the radar equipment 
section at the GosNII GA [State Scientific-Research 
Institute of Civil Aviation]. After than, he worked in the 
Central Organization of the MGA [Ministry of Civil 
Aviation] in various capacities and conducted scientific- 
research work at the NETs UVD [Scientific- 
Experimental Center in Air Traffic Control]. He also 
headed up the small state enterprise “SPAAS” (Special 
Programs and Automated Systems). 


He holds the degree of candidate in technical sciences, is 
a laureate of the USSR State Prize, and has more than 50 
scientific works and publications to his credit. 


[End boxed material] 
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Our small enterprise is oriented toward the manufacture 
of products for the needs of civil aviation. The plant's 
biography began on 3 September 1935. Next year we will 
celebrate its 60th anniversary. 


The sectorial affiliation of the plant has always been the 
subject of pride for its collective. Specializing in the 
development and manufacture of non-standard ground- 
based radar location equipment, the enterprise had no 
difficulty in selling its products in previous years. The 
plan-distribution system and centralized administration 
worked very well all the way down the line: The Ministry 
of Civil Aviation, the association, and the experimental 
plants. There were six of them in the MGA. Today, 
however, only two remain within the Ministry of Trans- 
port. The others have found themselves located in the 
“near abroad”: No 85 (the main one in the association) 
is located in Riga; No 20—in Kiev, No 409—in Dnepro- 
petrovsk, and No 425—in Kishinev. This, in general, is 
a sad picture. In terms of the condition of their fixed 
capital, the best enterprises have been left outside our 
borders. In Riga and Kishinev the plants were built for 
“turnkey” operation and equipped with up-to-date 
equipment. The plants in Kiev and Dnepropetrovsk had 
undergone reconstruction. Yet the plant located in 
Moscow, within 900 meters from the MGA, and later 
from the DVT [Department of Air Transport], not only 
never underwent reconstruction, but had not even 
undergone capital repairs even once in 59 years. Why? 
We can only surmise... 


Experimental plants, including ours, began to enter 
market relations before the others. 


The fact is that during the routine reorganization of the 
MGA in 1988 they were separated from the aviation 
repair plants, and the newly created administrative body 
of the scientific-production association “Aviatransprot- 
sess” was located in Riga. 


The management became more democratic, “‘non- 
imposed.” Perhaps because it was a bit difficult to 
manage plants through Riga. With the activization of the 
political processes in the Baltic, it practically disap- 
peared before the MGA ceased its existence. The plant 
gradually began to change over to self-provision. 


Nevertheless, its entry into the market is taking place 
painfully for a number of reasons. One such reason is a 
common one for the majority of enterprises. The crisis 
situation in the country’s economy could not help but be 
reflected in the state of affairs at the plant. The continuous 
growth of prices on power resources, complement goods, 
materials and services leads to a proportional increase in 
prices on the manufactured products. Despite the fact that 
the equipment was declared and necessary for provision of 
flights and their safety, many enterprises refuse to conclude 
contracts due to insolvency, or dissolve them when there is 
a routine price increase. 


As a result of this, a large volume of unsold products had 
accumulated at the plant by August of this year, in the 
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sum of over 1.5 million rubles (R). With a sales volume 
of less than R100 million a month, this is a large sum. As 
a result—the growth of the labor wage is lagging begind 
the growth of prices on the consumer market, qualified 
specialists are leaving, and the physical volumes of 
production are being curtailed, along with other negative 
occurrences. 


The second reason is the technical level of the products 
and their ability to compete. The profits from produc- 
tion activity, which are great for the scope of our plant, 
cannot be used for renovation of equipment, assimila- 
tion of new technological processes, reconstruction or 
other needs of the enterprise because of the huge taxes. 


At the same time, the structure of demand is changing. The 
contractor is interested in purchasing equipment which is 
manufactured at the current level, which may be integrated 
with international systems of information and air traffic 
control. Without investing the appropriate capital means, it 
is impossible to attain this level and to remain there. 


Today our plant, like many other aviation enterprises, is 
faced with the strategic question of continued existence: 
Curtailment of activity, survival or development? We 
choose the latter. The path towards this end is the 
unification of forces and means of interested organiza- 
tions, with the attraction of foreign investors and the 
latest technologies. 


In connection with the fact that the main volume of 
production consists of equipment for aeronavigational 
servicing of air traffic, on 6 April 1994 the Russian 
Federation Ministry of Transport adopted the decision to 
transfer Experimental Plant No 408 from the Department 
of Air Transport to the jurisdiction of the Commission on 
Regulation of Air Traffic (Rosaeronavigatsiya). 


This decision has important significance for the plant, 
since Rosaeronavigatsiya is interested in maintaining the 
organizational system of air traffic control at the neces- 
sary level of flight safety, as wel! as in maintaining the 
reliable functioning of its enterprises. Moreover, it is no 
secret that the cost of equipment purchased abroad or 
manufactured at major Russian defense complex enter- 
prises is an order higher than what our plant can supply. 


At the directive of the Rosaeronavigatsiya chairman, the 
plant management has prepared a prograrn of technical- 
economic development for the years 1994-1996. 


It devotes serious attention to questions of reconstruc- 
tion and technical retooling of the plant, social develop- 
ment, improvement of the organizational structure and 
unification of efforts of various organizations, advance- 
ment of the level of training of the cadres, labor and 
executive discipline. Much of what has been outlined is 
already being realized. 


Re-planning of the territory is being implemented, as 
well as reconstruction of the production and warehouse 
buildings for housing a number of important facilities: A 
section for manufacture of large-scale equipment and 
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storage of complement parts, and a printing center for 
output of standard-technological documentation on air 
traffic control. For this purpose, up-to-date copying 
equipment has been purchased and installed at the plant. 


Preliminary work is being performed on the creation of a 
subdivision for centralized provision of IVP [not further 
expanded] and UVD [air traffic control] enterprises of 
Rosaeronavigatsiya with spare parts and materials. 


Scientific-research and experimental-design work is being 
performed with consideration for assimilation of the tech- 
nologies of Western firms for production of means of 
dispatch communications, UVD dispatcher control 
panels, means of information representation, and so forth. 


Measures are being undertaken to increase wages. 


We can already see the light at the end of the tunnel, but 
in order to realize everything that has been planned we 
must finally adapt to the new economic conditions, to 
survive... The main thing in this process is to load the 
production line with products which are needed by 
aviation, and to sell them. Here the plant is pinning great 
hopes on aid from Rosaeronavigatsiya. 


Despite the fact that we have left the Department of Air 
Transport, we are ready to continue working with them 
in the future, fulfilling orders in accordance with the 
profile of our enterprise. 


I will remind you that the plant develops and manufactures 
primarily four types of products. Here is a list of them. 


Technical means for air traffic control: Apparatus for 
selective subscriber calling; apparatus for radio commu- 
nications transmission; apparatus for voice communica- 
tion; mobile flight leader terminal; aircraft landing sys- 
tems; apparatus for remote control of the airport 
electrical lighting equipment complex; universal auto- 
matic circuitry for diesel-electrical assemblies; electronic 
speech apparatus for meteorological broadcasting, etc. 


Technical means for passenger service: Semi-automatic 
integrated passenger information systems; calling 
devices. 


Technical means for aviation technology servicing: Auto- 
matic charging device; semi-automated device for 
charging and discharging on-board aircraft storage bat- 
teries; eddy-current and magnetic-powder portable flaw 
detectors; device for controlling the amount of iron in 
operating oils in aviation propulsion units, etc. 


Technical means of flight crew training: Variable trans- 
parency glass systems for An-2 aircraft. 


The products catalog of Experimental Plant No 408, as 
well as the information sheets, are sent to practically all 
associations and aviation enterprises. We are accepting 
applications and formulating contracts. 


We would like to take this opportunity to appeal to all 
former workers of plant No 408. In connection with the 
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S0th Anniversary of the Day of Victory in the Great 
Patriotic War and the 60th anniversary of the plant, our 
collective is preparing a series of measures. Among them, 
we plan to publish a “Brief History of Experimental 
Plant No 408 GA Over a 60-Year Period (1935-1995).”” 
An editoral board has been created, and the history 
department of MGTU GA [Moscow State Technical 
School of Civil Aviation] will provide assistance in this 
work. We are also hoping for aid and participation from 
all those who have ever worked at the enterprise. We ask 
that you send documents and photographs for us to make 
copies of, and also that you send in your recollections. 


Materials dealing with the initial stage of formulation of 
the enterprise and its participation in the Great Patriotic 
War are particularly important, including materials on the 
equipment of the Uelkal-Krasnoyarsk route, along which 
military aviation technology was sent from the USA. We 
await your letters, photographs and recollections. 


Agriculture Commodity Producers Complain of 
Competition from Imports 


944K2424A Moscow TRUD in Russian 27 Sep 94 pp 1-2 


[Article by Yelena Berezneva: “Eenie, Meenie, Minie, 
Mo.... Why Are We Buying Food Abroad When We 
Have a Surplus Here?”’} 


{[FBIS Translated Text] A congress of Russian producers 
was held in Cheboksary a few days ago. Our agricultural 
producers went there to reiterate their complaint that the 
government does not want the fruits of their labor. State 
Duma Deputy A. Vorontsov, chairman of the Leninets 
Kolkhoz in Bryansk, told how “Agrointorg” had bought 
2,800 tonnes of powdered milk abroad at around 1.5 
doliars a kilogram. This is 1.5 times as high as the price 
of our own powdered milk, and we have a surplus, but 
Moscow does not want anything domestic. 


Last summer, as we were told in the oblast agricultural 
administration, the capital categorically refused to buy 
chicken from poultry factories in the Moscow suburbs. 
The city was literally brimming with foreign chicken 
drumsticks, and they did look good and had been 
dressed, but they had been frozen and refrozen and had 
lost their good qualities. The products of the 30 poultry 
factories in the Moscow suburbs, however, could have 
been purchased fresh. 


The answer to questions about what we eat and what we 
will be eating in the near future seems obvious. Imported 
foods, Gentlemen! The powdered milk will come primarily 
from Poland and New Zealand. All of the meat will come 
from the United States. According to customs data, Russia 
bought 15.4 million dollars’ worth of meat from America 
in 1992 and more than 33 million dollars’ worth in 1993. 
In just the first half of this year, American farmers had 
already shipped meat worth 161 million dollars to us. 
Purchases of American corn are also increasing. A couple 
of years ago we bought 448 million dollars’ worth, but last 
year the figure was over 520 million. 
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Foreign sugar, wheat, barley.... When Russian Minister 
of Foreign Economic Relations O. Davydov was inter- 
viewed recently by a BIZNES-TASS correspondent, he 
unequivocally stated that whereas Russian exports to the 
American market consist mainly of fuel and raw mate- 
rials, agricultural products still account for a high per- 
centage of American exports to our market. That is also 
why U.S. Secretary of Agriculture M. Espy came to 
Moscow recently—to find a sales market for the prod- 
ucts of his farmers, the concern for whom has been 
elevated to the status of state policy across the ocean. 


Just before that visit Russian Premier V. Chernomyrdin 
and then Vice-Premier A. Zaveryukha announced again 
to the whole country that we would produce over 90 
million tonnes of grain this year and would not be buying 
any abroad. After the talks with Espy, however, several 
news agencies reported that the vice premier suddenly 
clarified his stance: “We will buy grain from the United 
States on contracts convenient for us.’’ Some newspapers 
reported that the enterprising Espy had persuaded his 
Russian colleagues to buy 400,000 tonnes of grain from 
across the ocean. This would cost us 86 million dollars. 
In view of the fact that we bought 1.8 million tonnes of 
grain abroad in seven months of this year, the foreign 
farmer should continue praying for Russian consumers. 


Just after Espy’s visit the press also reported that a 
contract had been signed on the governmental level on 
the purchase of 7 million tonnes of grain from the United 
States. This figure was emphatically denied by govern- 
ment spokesmen soon afterward. 


In general, it is odd that the government and the heads of 
the Ministry of Agriculture were so categorical in their 
denials of future purchases of foreign grain after Espy’s 
visit. They acted as if the state had absolutely no 
connection with these purchases. They implied that if 
the operations are to be conducted by commercial struc- 
tures, then they are part of their own private commercial 
plans, and that commercial purchases, including grain 
shipments, do not enter into the sphere of state interests. 


One thing is clear: Our attempts to understand our 
government's purchasing policy are naive and futile. 
Zaveryukha keeps saying that our granaries are full of 
domestic grain, even though one-third of the supply is 
still on the threshing floor. One Ministry of Agriculture 
official told me in the strictest secrecy the day before 
yesterday that the Americans had induced our side to 
buy the rumored 7 million tonnes of wheat and corn. Of 
course, another official of slightly higher rank sent me to 
the “Roskhleboprodukty” joint-stock company, saying 
that they might be purchasing grain and disavowing any 
ministry connection to the operations. This company, 
however, just as several other middlemen working with 
overseas suppliers, cannot live without state subsidies 
and preferential credits. If the state is subsidizing 
imports, it is an indirect importer. 


What are our government officials afraid of, and why 
have purchases of foreign food become a secret? Are they 
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afraid of the possible reaction of our rural communities, 
which have difficulty selling their products? How could 
they not know that the very existence of a secret encour- 
ages public investigation? 


The head of the Federation Council’s Committee on 
Agrarian Policy, V. Zvolinskiy, believes that the conceal- 
ment of this kind of important information “will back- 
fire on our ministers” when the parliamentary hearings 
on food problems begin in October: 


“We will summon them and question them directly. If 
they do not answer, they will have to resign....” 


We can only hope that this October will not be another hot 
month in Moscow. The trade unions have decided to hold 
an all-Russian demonstration in October to protest the state 
policy which has driven the domestic producer to the verge 
of bankruptcy. Deputy Chairman A. Biryukov of the trade 
union of workers in the agroindustrial complex feels it is a 
great injustice thai the Russian peasant grows grain and 
vegetables and milks cows without knowing how much the 
state will buy from him, and even whether it will buy 
anything at all. In Biryukov’s words, our peasants might do 
what the miners did—i.e., go on strike—quite soon. If they 
are joined by the labor collectives of enterprises in the 
processing industry, the city will find out just how bad 
things can get, and the government will not be able to 
remain uncommitted. 


I have a suggestion for our administrators. Perhaps they 
could show some faith in the people without waiting for 
strikes and political demonstrations. They should simply 
publish all known information about the products commer- 
cial structures have been authorized to buy abroad for our 
tables, the prices at which they are authorized to make 
purchases, and the specific purchases that are being subsi- 
dized by the state budget. They should not say that these are 
commercial secrets! There must be no secrets from the 
national consumer when his daily bread is in question. 


om serge from Northern Regions Burden Khabarovsk 
t 
944K2424B Moscow TRUD in Russian 15 Sep 94 p 2 


[Article by Igor Krasikov, special correspondent (Kha- 
barovsk): “Escaping Hunger and Adversity: Mass Exodus 
from the Northern Regions of Khabarovsk Kray”’] 


{[FBIS Translated Text] A progressive tendency toward 
the relocation of the population of the northern regions of 
Khabarovsk Kray to warmer—and, mainly, economically 
more stable—regions of the Far East has been observed. 
Ships and barges delivering the necessary freight are 
carrying dozens of northern families with all of their 
worldly goods back to the mainland on their return trips. 


Today the exodus still can be described as a process of 
economic migration, but it is gradually taking on the 
features of an uncontrollable stream of refugees from 
obvious cold spots—in contrast to the known “hot 
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spots” of the CIS—deprived of the warmth of govern- 
mental economic assistance. 


Production units, which took decades to build up, are 
closing down in the six northern regions of Khabarovsk 
Kray, stretching almost to Magadan. Most of them can 
hardly make ends meet. In Tuguro-Chumikanskiy Rayon, 
for example, the local budget this year is only 20 percent of 
the projected figure. The viability of these territories can be 
maintained only with state credit. The credit requirements 
of Khabarovsk Kray have been estimated at 620 billion 
rubles, but the Government of Russia allocated only 136 
billion for the needs of the cis-Amur region, and even this 
amount has not reached the kray treasury yet. This has 
effectively stopped the seasonal deliveries of food and other 
freight to the northerners. 


“The season for delivering products to these territories 
by sea is definitely over,” V. Rulko, head of the kray 
administration office of industry, transportation, and 
communications, said about the present situation. ‘Now 
we have to plan ways of delivering products to them by 
motor vehicle on the winter roads or even by means of an 
air lift. Obviously, this will cost several times as much. 
We are trying all available methods to save the situation, 
but we already know that this winter will probably be the 
worst ever for the inhabitants of the northern territories. 
Suffice it to say that only half of the scheduled food 
shipments and just over half of the necessary quantities 
of coal and petroleum products had reached these 
regions by September.” 


What can the taiga settlements of loggers, miners, fish- 
ermen, and hunters expect? Only production cuts and work 
stoppages. According to the forecasts of experts, the pro- 
jected income from all types of activity in Okhotskiy Rayon, 
for example, will amount to only 6-7 billion rubles this year 
because of the extent of production decline, and expendi- 
tures will amount to at least 20 billion. With figures like 
these, how can the economy be saved? 


That is why people are moving out of this zone, usually 
to unfamiliar locations, abandoning their possessions 
(how much can they carry?) and, what is most important, 
leaving their home—the territory which cost the Russian 
nation billions of rubles—real rubles, and not the 
wooden ones of today—to develop and establish over the 
last century and a half. 


In their new locations these people have to be welcomed 
and provided with jobs, housing, and at least some social 
guarantees. This is extremely difficult, particularly now 
that the wave of migrants and refugees in the Far East is 
colliding with another wave—the wave of mounting 
unemployment. The disastrous decline of industrial and 
agricultural production in Khabarovsk Kray is con- 
tinuing. In the last few months it has fallen to a new 
level—more than 30 percent below the figure for last 
year, which was not that good either. Unpaid wages now 
exceed 95 billion rubles.... 
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Railway Minister’s Trip to Germany Highlighted 
944E1212A Moscow GUDOK in Russian 24 Sep 94 p | 


[Unattributed report: “Prospects for Cooperation 
Related to G. Fadeyev's Official Visit to Germany”] 


{[FBIS Translated Text] From 15 through 20 September 
1994, a delegation from the Russian Federation Ministry of 
Railways headed by minister G. Fadeyev was in Germany. 


Talks were held with Germany’s federal minister for 
transport, M. Wissmann, chairman of the board of 
directors of the joint stock company German Railways, 
H. Duerer, Berlin senator for transport and urban enter- 
prises, H. Haase, and leaders of the German Transport 
Forum and industrial and transport firms. 


The minister took part in the work of the Congress of the 
International Federation of the Association of Dispatchers 
in the city of Hamburg, where substantial attention was 
given to switching freight traffic from motor to railway 
transport as the most ecologically clean form. 


The understandings reached on further development of 
mutually advantageous cooperation between Russia and 
Germany in the area of railway transport based on the 30 
September 1992 agreement between the Russian Feder- 
ation Ministry of Railways and the FRG Ministry for 
Transport were the main result of the visit. 


Joint actions to develop combined freight traffic 
between Russia and Germany based on through rail 
service and train-ferry traffic on the Mukran-Klaipeda 
route were agreed upon. Concrete decisions were made 
on organizing a regular container unit train route 
between Moscow and Berlin with the participation of the 
Transfracht and Transrail companies. 


The parties reaffirmed their interest in the continued 
work of train-ferry transport on the Mukran-Klaipeda 
route to support the trade-economic ties between Russia 
and Germany. In light of that, they supported the 
proposal of the RF MPS [Ministry of Railways] that the 
railway and maritime carriers of Russia, Germany, and 
Lithuania must follow a competitive rate policy in order 
to attract freight to ferry transport. 


In order to create favorable conditions for freight owners 
and eliminate having to redo shipping documents at 
Polish border stations, it was agreed to speed up the 
formulation of a direct shipping document for rail traffic 
between Russia and Germany in transit on Polish and 
Belorussian railways. 


A good foundation has been laid for joint work to 
organize freight traffic between Europe and the Asian- 
Pacific Ocean Region through the railroads of Russia. 


It was noted that in order to improve conditions for 
passenger travel on international routes, from the DVA 
railway car building concern, the Ministry of Railways has 
bought sleeping cars with an RITs [expansion not given] 
clearance of new design which were built according to 
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jointly developed technical specifications. The cars fully 
conform to the norms of the International Railroad Union, 
have a greater degree of comfort, and may cruise at the 
specified speed of 200 kilometers an hour. 


A great deal of attention was devoted to cooperation in 
modernizing and reconstructing the Moscow- 
Minsk-Brest-Warsaw-Berlin railway transport corridor 
in order to integrate Russian railways into the all- 
European railroad network. And based on an under- 
standing reached during the meeting between the Rus- 
sian Federation president, B. Yeltsin, and the FRG 
federal chancellor, H. Kohl, on 13 May 1994, the FRG 
federal minister for transport, M. Wissmann, announced 
that the FRG federal government is prepared to help 
reconstruct this railroad line and help obtain financial 
support for this project from the EC in Brussels. 


The chairman of the board of directors of the joint stock 
company German Railroads, H. Duerer, suggested 
offering assistance to the Russian Railroads in orga- 
nizing high-speed train traffic and the appropriate scien- 
tific-technical know-how. An understanding was reached 
on holding a conference of representatives of the rail- 
roads of Russia, Belorussia, Poland, and Germany in 
Moscow soon to formulate concrete measures. 


The Moscow-St. Petersburg railroad corridor, which 
provides access to Finland and the Scandinavian coun- 
tries, is the natural continuation of this transport cor- 
ridor. Based on the results of a review of the technical- 
economic substantiation developed jointly by Russian 
and German specialists, the conclusion was drawn that it 
would be advisable to conduct modernization and recon- 
struction of the existing Moscow-St. Petersburg railroad 
line by stages in order to organize high-speed, around 
200 kilometers an hour, passenger train traffic combined 
with freight traffic. 


During talks with the German Transport Forum with the 
participation of German industrial firms, concrete steps 
were agreed upon to shift from buying rolling stock and 
equipment in Germany to mutually advantageous coop- 
eration and partnership in order to organize production 
in Russia. That means creating a modern electric power 
unit with asynchronous traction motors together with 
the AEG firm. An experimental model of the electric 
power unit will be manufactured by the joint stock 
company NEVZ in 1996. Based on the results of the 
testing of the experimental electric power unit, the 
decision on further cooperation under mutually advan- 
tageous conditions should be made in 1997. The plan is 
to develop and manufacture an experimental model of 
the electric power unit with asynchronous traction 
motors for intercity traffic together with the firm Sie- 
mens AG. The manufacturing is to be done at the 
Demikhov Machine Building Plant of the Russian Fed- 
eration MPS. The production association Transmash 
[Transport Machines] and the firm Knorr-Bremse have 
developed and tested a new air distributor for brakes 
which satisfies the operational requirements of Russian 
Railroads. 
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An understanding was reached with the representatives of 
the German industrial firms participating in the German 
Transport Forum on cooperation in selling output obtained 
by Russian Railroads from the industrial enterprises of 
Russia and other CIS countries as payment for shipping 
freight. The possibility of using the capital obtained to carry 
Out joint projects will also be examined. 


During the meeting with the Berlin senator for transport 
and urban enterprises, H. Haase, questions of the partic- 
ipation of the Russian Federation MPS in realizing the 
20 June 1994 agreement on cooperation between 
Moscow and Berlin were examined. The German side 
showed interest in plans for reconstruction of the Mos- 
cow-Minsk-Warsaw-Berlin trunk line and in container 
freight traffic between Moscow and Berlin. 


Generally, one can see that in the area of railway 
transport, the Russian Federation Ministry of Railways 
along with the FRG Federal Ministry for Transport, 
German Railroads, and the German Transport Forum 
have already begun the practical realization of the Agree- 
ment on Partnership and Cooperation signed by the 
president of the Russian Federation, B. Yeltsin, and the 
leaders of the European Communities and their member 
states in June of this year. 


East Siberian Railroad Chief on Operations, 
Problems 


944E1212B Moscow GUDOK in Russian 24 Sep 94 pp 1-2 


[Interview with Gennadiy Pavlovich Komarov, chief of the 
East Siberian Railroad, conducted by V. Seseykin: “To Live 
for More Than the Day’’; date and place not given] 


[FBIS Translated Text] Our correspondent talks with the 
chief of the East Siberian Railroad, G. Komarov, on the 
tasks which are being accomplished today on the East 
Siberian Railroad. 


[Seseykin] Gennadiy Pavlovich, the economic theme is 
the most burning question today, so it is with that that 
we will begin... 


{[Komarov] Debts are the most difficult problem for us, 
as, incidentally, they are for all transport and even the 
country. On the railroad they amount to some 400 
billion rubles [R], and we must not allow them to 
increase further. We have copied the experience of the 
Moscow Railroad, where a very demanding and princi- 
pled approach is taken with clients trying to evade 
paying for shipping. 


The MPS [Ministry of Railways] initiative on intersec- 
torial agreements on limiting prices and rates is 
undoubtedly very important. 


In our own region, we are also working in this direction with 
our related factories. Such an agreement was concluded 
between the railroad and energy producers. In the summer, 
coal producers and oil refinery workers were added to it. 
This is crucial for our region, since the distance of our 
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shipments is from 4,000 to 6,000 kilometers for most of the 
freight moving either west or east. 


The benefit from this agreement is mutual. Expenditures 
for electricity have not risen for us, for example. The 
price of one kilowatt-hour for our freight trains is R16 
and a few kopecks, while for our neighbors it is more 
than R100. 


Lumbermen and wood processors have turned to us with a 
request to reduce the rates for shipping wood to their 
enterprises in Ust-llimsk, Bratsk, and Baykalsk. We agreed 
with this proposal, but on condition that they pay off their 
debt in full. The Baikal plant paid off theirs within 20 days 
and now enjoys a 25-percent lower rate than usual. 


The Bratsk LPK [Lumber Producers’ Cooperative] is 
doing everything possible to get the same advantage, for 
80 percent of its raw materials are delivered by rail. It 
has already paid off R2 billion in debt. 


[Seseykin] Are your largest debtors the petrochemical 
workers of Angarsk and coal workers? 


{[Komarov] We have our regional peculiarities. The road 
serves more than 5,000 clients. Of them, 1,220 prepay 
for shipping their freight. The rest are trying to prevent 
their debt from increasing. 


But with about 10 of the largest, things are in fact not 
going well. Khimprom [Chemical Industry] is virtually 
insolvent from the village of Usolye Sibirskoye. But the 
largest debtor is the Angarsk Petroleum Company. As of 
1 September, its debt to the railroad was R260 billion. 
This is roughly 60 percent of clients’ total debt. The 
Vossibugol [East Siberian Coal] Association owes more 
than R51 billion. 


Our railroad handles shipments of solid and liquid fuel for 
the North. It is an enormous territory which includes 
Yakutia, Kamchatka, the Far East, and the rayons of Irkutsk 
Oblast. The government is now relying on these shipments, 
but is not paying off the debts which were formed at the end 
of last year and the beginning of this year. 


A stabilization plan has now been worked out with the 
coal producers and petrochemical workers of Angarsk; 
the idea is to make sure that the debts do not rise at all 
in September. 


These measures are being fulfilled. The enterprises of 
Angarsk were required under contract to pay R60 billion 
in money and their own output for shipments. This sum 
was even exceeded; they provided R31 billion in money 
and R33.5 billion in output. In September they are 
intending to pay another R75 billion for shipments, and 
in October and November, reduce their debt. 


I must say that the lowest rate of increase in the debt was 
in August. On the railroad overall, the amount of capital 
obtained from debtors in “real” money doubled. As a 
result, we were able to pay wages on time. In practice we 
have such contracts with all clients now. 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 














56 RUSSIA 


[Seseykin] But how does the Korshukovskiy GOK 
[Mining and Concentration Combine], with whom the 
railroad has behaved very harshly by cutting off ore 
shipments, feel? 


[Komarov] We simply did not accept their plan for 
shipping output and decided that we would haul what 
they pay for. On 1 August, they owed us R61! billion, and 
the same amount on | September. But during that 
month, we handled shipments worth R10 billion for 
them and received exactly that much money. 


And then in September, the railroad, Zapsib [West Sibe- 
rian Plant], the GOK, and the Bratsk Aluminum Plant 
signed a contract. Zapsib is transferring a respectable 
amount in hard currency to the GOK’s account for us and 
is releasing R5 billion worth of metal to the Ministry of 
Railways. And the GOK is transferring R3 billion to us for 
wages and in addition is giving a promissory note for the 
same amount. And altogether they are committing them- 
selves not to increase but to reduce the debts. 


[Seseykin] How are you accomplishing the task of stabi- 
lizing the railroad’s economic situation? 


[Komarov] To do that, we have formulated our own 
program which covers all the subdivisions of the rail- 
road. We plan to obtain R360 billion this year from its 
fulfillment. 


[Seseykin] But judging from press reports, this represents 
the contribution of a few of the network’s railroads. 


[Komarov] Possibly, but even so we are trying to ensure 
that economy is not achieved at the expense of traffic 
safety and the railroad’s efficiency. We must maintain 
and repair the track and the rolling stock. Capital repair 
of the track has been ahead of schedule for many years 
and as a rule exceeds the assignment. 


This year the highest results have been achieved on many 
qualitative indicators: service speed over 8 months is 
45.6 kilometers an hour. And the faster we go, the fewer 
crews we accordingly need, and the less money to pay 
them. The situation is similar with the productivity of 
locomotives. Compared to last year, it has increased by 
almost 6 percent, while the average train weight has 
increased by 142 tonnes. We traveled along the coast of 
Baikal without changing crews—on a segment of 336 
kilometers—from Slyudyanka to Ulan-Ude. 


We are supporting the Ulan-Ude LVRZ [Locomotive 
and Railroad Car Repair Plant], the largest on the 
railway; our rolling stock and equipment are repaired 
there. We settle accounts with it promptly. In August, at 
the request of BAM [Baikal-Amur Trunk Line] and the 
Far Eastern Railroad, which were unable to settle 
accounts with the LVRZ, we paid R2 billion to the plant 
for each for them. 


[Seseykin} GUDOK has written quite a lot about the 
railroad car workers of the East Siberian Railroad who, 
thanks to the technology for repair and restoration of 
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spare parts, saved billions of rubles and made it possible 
to stop buying these spare parts. How about the other 
services? 


[Komarov] Each service has its own program of stabili- 
zation and conservation of capital and materials. For the 
railroad overall, we should receive more than R100 
billion this year from reducing expenditures and more 
than R200 billion from additional income, which equals 
the figure of R360 billion mentioned. 


What contribution did the locomotive workers, for 
example, make to this? An economic impact of more 
than R24 billion was received during the first half of the 
year in their sector. Hard work is underway here to 
reduce the cost of repairing locomotives. A complex of 
technological measures which include the selection of a 
rational tire profile for the given range of operation of 
the locomotives is being introduced at all depots to 
reduce the wear on the wheelset tires. Lubrication is 
being used on the inner edges of the rail heads on curving 
segments of track. 


At the Irkutsk depot, this allowed the mileage of the 
electric power unit before the wheelset was changed at 
maximum wear to increase from 205,000 to 460,000 
kilometers. As a result, at this depot alone, R300 million 
will be saved in routine maintenance. 


The Nizhneudinsk depot has perfected repair of electric 
power units at a volume of KP-1! [expansion not given]. 
More than R200 million has been saved at the depot 
through the difference in the prime cost of repair at the 
plant and at the depot. A constant search for ways to 
restore spare parts and assemblies which people used to 
think could not be repaired is underway at all depots. 
And here the savings are almost R! billion. 


One can cite such examples for the electricity supply 
system too. Specific expenditures of electricity for 
pulling trains here is lower than the norm established by 
the Ministry. We put a maximum load on the traction 
substations by selling electricity to outside consumers. 
Their proportion in the substations’ load is more than 40 
percent, and at some, even twice that. More than R840 
million in income has been obtained in half a year. 


In order to reduce electricity consumption, engineering- 
technical decisions on, among other things, recovery are 
implemented. For these purposes, current inverter 
assemblies are installed on double-track sections. Con- 
tact wire is connected in parallel every 3-4 kilometers. 
The annual return of energy is estimated at 143 million 
kilowatt-hours. By introducing new compensating units, 
and there are now 24 of them, about R1 billion has 
already been saved during the first half of the year. 


The railroad workers themselves determine the success of 
the program, of course. We have assembled a good group of 
managers of enterprises. At the helm are highly professional 
specialists. Department chiefs are from 30 to 40 years of 
age. All have undergone training at the appropriate levels, 
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including abroad. Exams on knowledge of the new PTE 
[experimental instruments and techniques} are now 
underway everywhere. We consider this very important 
work during which we once again test the practical 
attributes of the worker and his professionalism. 


[Seseykin}] People are held strictly responsible for viola- 
tions of discipline, absence from work, defective prod- 
ucts, and drunkenness on the railroad now. Given that 
the number of personnel has been cut and brought into 
line with shipping volumes, people are beginning to 
value their work. How many railroad workers have you 
had to eliminate, and how painful is this process? 


[Komarov] The number of people working has declined 
by 5,000 as compared with December of last year. We 
are doing this carefully, and we have even had to 
discharge some of our chiefs from their posts, ones who 
were too zealously firing people. 


We try to find jobs for people. When one of our enter- 
prises is liquidated or converted, we stop hiring outsiders 
for our other enterprises in this complex: We save the 
jobs for our own people. We organize new production 
facilities. So at the Bratsk division, for example, we 
organized repair of electric trains. Restoring them here 
costs half or one-third as much as at plants. 


[Seseykin] The railroad’s commercial structures provide 
income. Their activity is becoming increasingly diverse. 


[Komarov] The railroad’s administration has been the 
founder of a railroad commercial center, the Transport 
Commercial Bank, an insurance company, and indepen- 
dent medical insurance. 


We are the main stockholders in the Baykalskiye vody 
[Baikal Waters] company and we are working to improve 
its nonstate pension fund. 


Life has affirmed that if we had not done this, others 
would have filled the “niche” and received the income. 


When we were first changing over to the market, when 
there was not enough food, the commercial center 
engaged in buying and hauling meat, sugar, and various 
kinds of foods and goods. Trade and foreign economic 
ties even now remain a sphere of its activity, and such 
forms as tourism have been substantially increased. A 
great many of our citizens and foreigners go to Baikal, 
especially on the old Baikal Circle Railroad. 


We have brought 1,500 tourists here and received R300 
million in income. We signed a contract with the 
Moscow Railroad Car Repair Plant imeni Voytovich to 
build an extremely comfortable, ecologically clean train 
for us consisting of 13 cars and with 2 restaurants, a bar 
railroad car, and a refrigerator car. 


We have received more than R6.3 billion from insurance 
activity during the first half of the year; this includes 
income from medical insurance, where because of the 
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fairly high level of our medical establishments and the 
level of personnel training, we were able to master this 
sphere before others were. 


From a depth of 500 meters, we are extracting extremely 
pure Baikal water ‘“‘seasoned” for 100 years. The demand 
for it is high. We are building our own plant at the Baikal 
station to bottle it in polyethylene bottles of different sizes. 


[Seseykin] What are you spending money on? 


[Komarov] For modernization and to acquire new 
equipment which ensures train traffic safety and work 
quality. And for projects with a fast rate of return. 


For example, we are using our own efforts to switch from 
direct current to alternating current in the Zima- 
Slyudyanka sector, which is several hundred kilometers 
long. We propose to complete this work next year, which 
will permit around 100 million kilowatt-hours of energy 
to be conserved a year there. At today’s prices, that is 
more than R1.5 billion. 


Last year we began, and this year we should finish 
switching the Khrebtovaya—Ust-Ilimsk diesel engine 
line to electric traction which is half as long. Because of 
the difference in prices for fuel and energy, R1.5 million 
will be saved there on each train. These projects pay for 
themselves within 1.5-2 years. 


And, of course, a very great deal of money is being spent 
to fulfill measures to provide social protection of rail- 
road workers, which the Rate Agreement between the 
government of Russia, the MPS, and the central com- 
mittee of our trade union specifies, as does our own 
collective contract. 


New RF Deputy Railways Minister Appointed 
954E0007A Moscow GUDOK in Russian 30 Sep 94 p 1 


[Directive of the Russian Federation Government, of 26 
September 1994, in Moscow: “On the Russian Federation 
Deputy Minister of Railways”; biographical information] 


[FBIS Translated Text] Appoint Nikolay Yemelyanovich 
Aksenenko deputy minister of Russian Federation Rail- 
ways, after relieving Kima Khamitovich Salatov of his 
duties because of his transition to other work. 


[Signed] V. Chernomyrdin 
Chairman of the Russian Federation Government 


Nikolay Yemelyanovich Aksenenko, born in 1949, is 
Russian, engineer of Railways for Railroad Operation. 
He began his work activity in railroad transport after 
graduating from the institute in 1972 as a duty officer for 
the Vikhorevka Station on the East Siberian Railroad. 
After that he worked in directorial positions: deputy 
chief and station chief, deputy chief and chief of the 
Traffic Department of the Voronezh Division of the 
Southeastern Railroad, deputy chief and chief of Divi- 
sion, head economist—deputy chief of the October Rail- 
road. Since 1992, he has been deputy chief of this 
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railroad. In 1992 he graduated from the Academy of the 
National Economy attached to the Russian Federation 
Government. 


Railway Collegium Reviews High-Speed Railroad 
Issues 


954E0007B Moscow GUDOK in Russian I Oct 94 p 1 


[Article by N. Davydov: ‘“Russia’s High-Speed Main- 
lines: From an Expanded MPS Collegium’’] 


[FBIS Translated Text] It is not the first time that 
re-appointment of railroad management has taken place 
at a collegium meeting, but each time you are convinced 
that it is by no means just a formal measure. Quite a few 
questions arose here for the directors of the Sverdlovsk 
mainline, relating to the most responsible aspects of their 
activity. The talk was aimed at the fact that, under the 
conditions of the transportation slump, the pause that 
has occurred could be used to strengthen the service and 
pay greater attention to financial problems. 


Nevertheless, when it came the turn of S. Zhebelev, manager 
of the road’s construction and installation trust, things 
unexpectedly heated up. To Minister G. Fadeyev’s question: 
“What kind of creditor indebtedness do you have?” the 
answer was“ ’’14 billion rubles [R].“ 


‘And the value of your fixed capital?” 
**$ix billion...” 


“So you are bankrupt! How can we approve a director 
who has totally failed in financial matters.” 


The colleagues passed a motion to withhold acceptance 
of S. Zhebelev’s re-appointment, to give him a deadline 
for putting his financial problems in order, and after that 
return to discussion of his candidacy. 


Consideration of the main item on the agenda—‘‘The Basic 
Stages in the Development of High-Speed Passenger Train 
Traffic on the Railroads of Russia” —was anticipated in the 
minister’s opening speech. The item was not a new one, but, 
in his opinion, the time had come when the stages of work 
and the principles of financing had to be justified. In 
addition, in order to integrate the high-speed railway service 
into the unified European system, a sound political base had 
to be created for negotiations between Russian and German 
leaders. The next thing now is to prepare an interdepart- 
mental agreement between the transport workers of Ger- 
many, Poland, Byelarus and Russia. Without this it is 
impossible to start working out the technical-economic 
substantiation for organizing high-speed passenger traffic 
on the Moscow-Smolensk-Minsk-Brest route, and to con- 
tinue this transport corridor as far as Warsaw and Berlin. 


Considering the experience accumulated, however, it is 
still for the St. Petersburg-Moscow line to make the 
foundations of high-speed traffic. This polygon was also 
designated as the basic one in the fundamental reports of 
A. Lisitsyn, director of VNIIZhT, and V. Savelyev, 
director of Giprotransten. Both institutes have been 
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studying the problems of high-speed traffic for many 
years now, and have taken an active part in developing 
(as an assignment of the MPS) the concept of organizing 
this traffic. It specifies raising the speed of passenger 
trains on the existing lines, in stages, to 200 kilometers 
an hour, through modernizing and rebuilding the track, 
manmade structures and electric power supply, STsB 
[signaling, centralization and blocking] and communica- 
tions devices, and also designing and constructing spe- 
cial high-speed mainlines, on which consists will make 
over 300-350 kilometers an hour. 


It must be said that both reports were saturated with 
both statistical and analytical material. For example, it 
became clear that organizing high-speed traffic on the 
existing routes will require changes in the existing system 
of conducting the track service. In the opinion of the 
speakers, it is not so difficult a problem to develop a 
high-speed electric passenger locomotive, even if only on 
the basis of the underframe of the GEP-80 diesel loco- 
motive, which last year established a record speed for 
Russian railroads—271 kilometers an hour. 


The situation is much worse with respect to railcars, 
however. Scientists know what they should be like, but 
who will start producing them, and when—no one knows 
yet. From the standpoint of European requirements, the 
minister noted, our railcar construction is at least 10 
years behind (7). 


Indeed, A. Burayev, president of the Tver Railcar 
Building Plant Joint Stock Company, was forced to 
admit that, because of a lack of completing units such as 
magnetic-rail-brakes, high-voltage transformers, air con- 
ditioners, ecologically pure toilets, etc., it would be 
impossible to start producing railcars of the required 
class right now or within the next year or two. 


‘All this, or almost all, was tested and was even ready for 
series production, for example, Odessa air conditioners. 
But it has now sunk into oblivion.... We are not turning 
down domestic producers, even now, but there is no 
sense in waiting for years, either. We therefore propose 
buying something abroad, and designing and making 
something on the basis of recent requirements. In short, 
we need a specific, clear-cut program for railcars, and we 
are ready to take a most active part in its realization.” 


Those giving reports, and virtually all the speakers, recog- 
nized the need for developing high-speed traffic in stages— 
and not only on the St. Petersburg-Moscow and the Mos- 
cow-Minsk-Brest routes. The technical designs for the 
Moscow-Nizhniy Novgorod-Yekaterinburg, Moscow- 
Voronezh-Rostov, and the Yekaterinburg-Omsk- 
Novosibirsk routes will be developed on the same principle. 


Just as valuable in the collegium discussion, however, was 
the fact that many people stressed paying attention to some 
specific problems, made proposals on how to solve them or 
called on the collective mind for assistance. 
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I. Paristyy, chief of the Moscow Railroad, directed 
attention to the great amount of time lost now at border 
crossings with the Belorussian Railroad. He said, no 
high-speed trains would make up for the time allowed to 
pass at this border. V. Shatayev, director of the Pas- 
senger Main Administration, feels, and not without 
reason, that speed is only a part of the problem of a 
qualitatively higher level of passenger service: 


“The OSZhD [Organization for the Cooperation of the 
Railroads of Socialist Countries] list contains 32 param- 
eters which we should realize if we want our trains to 
meet European Standards.” 


It is just that the speakers for some reason evaded the 
main, most basic problems. There was simply no clear- 
cut answer heard to the question of how things would be 
with integration into the European high-speed traffic 
with a different track gauge? 


“The Spaniards have been using adjustable wheelpairs 
for a long time now,” said the minister, “but our 
scientists for some reason are not studying this. After all, 
though no one can solve this problem for us....” 


I remember that a year ago, not very far from St. 
Petersburg, a triumphant ceremony (in today’s terms, a 
presentation) was held for the start of construction of the 
high-speed mainline. One of its participants even 
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“staked himself a claim” to a seat on the first train slated 
for dispatch to Moscow on the new route, in roughly six 
years. 


A year has passed, and construction has not even begun. 
Everyone knows the reason: there are no funds. After all, 
though, certainly no one will give them even for the 
program prepared by the MPS. At least it is useless to 
wait for subsidies from the federal government. This 
means, there is one way out—curtail operating expenses, 
and aim the funds released toward priority directions of 
scientific-technical progress, one of which is, without a 
i Organization of high-speed traffic on the existing 
ines. 


Is this principle of financing realistic? Judging by the fact 
that the problem was not actually discussed, it is hard to 
believe this. As follows from the draft of the collegium 
decree, however, the financial plan for carrying out the 
program for the first stage of development of high-speed 
traffic has already been prepared. 


True, as I recall, this is already the third or even the 
fourth time in the last ten years that the collegium has 
discussed the problem of high-speed traffic. Indeed, 
there were also two international conferences on it. In 
France, Japan and Germany, high-speed trains became a 
commonplace reality long ago. But the cart, as they say, 
is there for us now. Even though, as far back as the 
1960's, our scientists and specialists were almost the first 
to begin studying this program. 
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POLITICAL AFFAIRS 


Deputy Bortnyk Discusses Attempt on His Life 


954K0025A Kiev DEMOKRATYCHNA UKRAYINA 
in Ukrainian 17 Sep 94 p 1 


[Article by Lyudmyla Blyshchyk: ““Volodymyr Bortnyk: 
‘I Was Not Afraid To Return Because I Have Done 
Nothing Wrong’ ”’] 


[FBIS Translated Text] Clearly, the sensational event 
within the walls of parliament on the first day that it met 
in session was the press conference held by Volodymyr 
Bortnyk, the people’s deputy who “‘came back from the 
dead” (to use his expression). 


Since 30 May, when the attempt on his life was made and he 
was immediately taken abroad for treatment on a special 
flight arranged by a private company, numerous scandalous 
details and conjectures have been added to the story. The 
parliamentary hearings, which were held with the participa- 
tion of the Procuracy General when the trail of events was 
still hot, left the public to relish the rather transparent 
implication that the people’s deputy had links with the 
criminal world and that these links were not casual. 


After that, the story really took off. The newspapers 
reported the plunder of farms on a shocking scale by the 
Ukrahrotekhservis concern headed by Bortnyk. The 
scandal spread to include the VVB firm, which Bornyk 
had founded earlier in Germany with Rudyk, the head of 
the Proskuriv agrofirm in Khmelnytskyy Oblast, and this 
firm’s affairs reeked of obvious criminal activity. More- 
over, even before the assassination attempt, Ivan Rudyk 
was detained at the border carrying a large sum of 
contraband foreign currency and a diplomatic passport... 
in Bortnyk’s name... 


There is obviously no need at this point to reiterate 
everything that has already been published, inasmuch as 
Bortnyk’s return, contrary to expectations, is certain to 
introduce a new twist to the story. 


On Thursday, Volodymyr Bortnyk told journalists that 
he had not been afraid to return to Ukraine, despite 
being strongly advised and urged not to do so, because he 
had done nothing wrong. “I am prepared to answer 
under the law,” he said. “I have no personal conflicts 
with anyone. I had dealings with a limited number of 
commercial structures. For the most part, these were 
large firms,” he related. “I did not feel that I was in 
danger, and so I felt no need for protection. Even on the 
day of the attempt on my life, I had no forebodings. 
When I left my house, I saw a young man of about 
twenty-five walking near the car. I opened the trunk to 
put my things in, and it never even crossed my mind that 
something like this could happen. I opened the trunk 
door, threw in my briefcase, and saw that he was running 
towards me and taking out a weapon... The first bullet hit 
my chest and lodged in my back, the second hit my face. 
Four bullets hit me in the head. When I had fallen down 
unconscious, he put the revolver to the back of my head 
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and shot off two more bullets... The killer was carrying 
out a contract; that is his odd way of earning a living, and 
I bear him no malice.” 


Volodymyr Bortnyk could only guess at the reasons for 
the attempt on his life. In his opinion, the concern had 
gotten in the way of the monopolists controlling the oil 
products market. Not long before the attempt, large 
purchases of oil products had been made abroad, which 
robbed the Russian monopolists of hefty profits and 
substantially lowered the price on the Ukrainian market, 
thereby allowing farmers to complete their sowing in 
normal fashion. This version is confirmed by the fact 
that now that the concern has been pushed out of this 
market, the price of oil products has tripled. 


Nor does Volodymyr Bortnyk see anything criminal in 
the fact that he had at one time founded a firm outside 
the country. The law did not prohibit doing so at the 
time. And when the Supreme Council barred deputies 
from engaging in commercial activity, he immediately 
resigned from the firm. According to him, Ukrahr- 
otekhservis concluded no contract with VVB, and the 
latter firm’s turnover is only 300,000 German marks. 


Volodymyr Bortnyk also explained to the journalists 
how a diplomatic passport in his name came to be 
confiscated from Rudyk. 


“I have five foreign passports, which is normal because I 
travel abroad frequently and it takes time to obtain a 
visa. I forgot this particular passport in Germany, and 
my friends gave it to Rudyk to return to me. It bore no 
stamps to indicate that the border had been crossed. 


“I have returned in order to continue the work being done by 
the concern and to answer the charges that have been made 
against me. I have chosen to go to court,” he responded to a 
question from Deputy Volodymyr Yavorivskyy. 


We, too, will await the decision of this institution. Thus far, 
Demokratychna Ukrayina has refrained from publishing 
materials connected with this assassination attempt, even 
though the editorial file contains such materials... 


Mariupol Mayor Interviewed 
954K0021A Donetsk AKTSENT in Russian 4 Oct 94 p 2 


[Interview with Mariupol Mayor Mikhail Pozhivanov by 
V. Gorodovenko; place and date not given: “Mikhail 
Pozhivanov’s Hot Rock’”’} 


[FBIS Translated Text] Despite his youth, he had tired 
eyes, at least on that day. I realized why. The mayor of the 
oblast’s largest city does not have an easy life. But I also 
realized something else: The local authority has acquired 
the fresh look and strength it lacked so much at the time 
of postcommunist figures. Our interlocutor today is M.A. 
Pozhivanov, chairman of the Mariupol city council, and in 
the recent past a businessman. There were only two hours 
left until his flight to Moscow and therefore, perhaps, the 
conversation was somewhat spontaneous. 
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[Gorodovenko] Mikhail Aleksandrovich, during the 
election campaign one of your opponents—a member of 
the law enforcement community—hinted unequivocally 
that the trail of many crimes leads to the ispolkom 
[executive committee]. Why do you think in this respect? 


[Pozhivanov] Well, this is something for the law enforce- 
ment organs to look into, of course. I can only tell you 
one thing for certain: A number of abuses have indeed 
been uncovered in the capital construction administra- 
tion system of the city ispolkom and department of 
education; an investigation is being conducted. 


[Gorodovenko] Three months have passed since you 
assumed authority... Remember Gaydar’s “Hot Rock’? 
If you had such an opportunity, would you have changed 
anything in your election program? 


[Pozhivanov] In a major sense—absolutely not! I support to 
this day everything that was in the program. But I do see the 
situation from a somewhat different angle now. For 
instance, I had no idea how difficult the city’s financial 
situation is. Very difficult! And does not get any easier with 
each day that passes. For instance, recently there was a 
danger that the gas supply to Mariupol would be cut off. 
Fortunately, now Azovstal and the Imeni Ilyicha combine 
signed an agreement with Rosgaz outside the boundaries of 
Ukraine’s total debt. So this valve is unlikely to close in the 
future, and city residents are in no danger. 


Now, when I was talking about free rides on public 
transportation. We have found a way to do this on 
electric transport. With respect to buses, at this point it is 
beyond our ability. The city automotive transport enter- 
prises ‘ate up” all the subsidies intended to last until the 
end of the year—we do not have any choice. 


[Gorodovenko] Your predecessor, former party nomen- 
klatura official Yu. Khotlubey. What are his shortcom- 
ings; why did people not elect him? 


{Pozhivanov] I think Khotlubey’s main shortcoming is the 
fact that he was not able to put together a team. I listened to 
his deputies once—they were slinging mud at one another— 
and at him, by the way, as well. A team should be one 
entity—of like-minded thinkers. Otherwise you get confu- 
sion and vacillation, all sorts of dividing the pie, and no 
time to work. And the pace of reform implementation 
should be more active, more persistent. 


[Gorodovenko] How are you doing in this respect? I 
heard you had some personnel problems? 


[Pozhivanov] No problems. I selected my own deputies. I 
have not finished forming a team yet, though. I completely 
trust my deputies, especially keeping in mind that they are 
the ones who will be working with the departments. 


[Gorodovenko] I have heard a lot of good things about 
your trip to Lviv. What good things will these prospects 
bring to Mariupol residents? 


[Pozhivanov] First, we are setting up a trade and industry 
chamber, which will allow us to share experience and 
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exchange goods. Cultural exchange is envisaged too. I think 
this Ukrainian west-east bridge will produce only positive 
results. 


[Gorodovenko] You recently returned from Kiev, where 
another session was in progress. What is your opinion of 
the decisions adopted there? 


[Pozhivanov] I was categorically against allowing a 
credit emission of the karbovanets. This will push prices 
up, while at the same time no economic changes are in 
sight—they are not even on the agenda. There is only one 
hope—that the president will say his piece. 


{Gorodovenko] By the way, what is your political credo? 


{[Pozhivanov] I am for the proprietor! Only a strong 
middle class in a society can ensure its stability. Actually, 
I am not yet ready for any party, but I already under- 
stand that without organizing the forces it is difficult to 
counter this frenzied leftist majority in the parliament. 


[Gorodovenko] Your wealth is legendary... 


[Pozhivanov] So what? I am a former businessman. In 
short, I have everything I need and make no secret of it. 


[Gorodovenko] Speaking of business. Do you... 


[Pozhivanov] I am no longer a businessman now—no 
time and no opportunity. But my companies pay me 
dividends from their activities. 


[Gorodovenko] For this question I would be strongly 
upbraided in Paris... But we are not in Paris. How many 
companies do you have? 


[Pozhivanov] Many. 


{[Gorodovenko] Thank you. I see you do not smoke. 
What about drinking? 


[Pozhivanov] Normal in this respect, no deviations. I 
even engage in some sports—tennis, basketball. 


[Gorodovenko] What do you read? 


[Pozhivanov] Right now—Chase, but I also like the 
“Life of Remarkable People” series. I am curious about 
how people come to their calling. 


[Gorodovenko] Who is your favorite remarkable person 
among them? 


[Pozhivanov] Well, for instance, Dreiser’s literary char- 
acter Cowperwood. I like his persistence, the ability to 
grasp an idea quickly. 


[Gorodovenko] What is your weakness? 
[Pozhivanov] My wife says I work too much. 


[Gorodovenko] There is a Bible on your shelf. Are you a 
believer? 


[Pozhivanov] More like a sympathizer. I have great 
respect for this book. And faith in general. What else? 
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[Gorodovenko] You are going to be in Moscow today. 
Business? 


[Pozhivanov] Meeting with Gaydar on economic issues. 
His basic positions are close to mine—he is also for a 
strong middle segment of proprietors. 


{Gorodovenko] Last question. Mariupol’s future. 


[Pozhivanov] I will be brief. Of $14 billion worth of 
export products produced in the entire Ukraine, Man- 
upol delivered $1 billion worth. Add to this the port. All 
we have to do is work! 


Kravchuk Link to Corruption Investigated 


944K2431A Moscow LITERATURNAYA GAZETA 
in Russian No 38, 21 Sep 94 pp 12-13 


[Article by Sergey Kiselev, LITERATURNAYA GAZETA 
correspondent for Ukraine: “How It Was Done in Odessa, 
Or—The Story of How ’Skim Money,’ Pavel Kudyukin, and 
Leonid Kravchuk Came To Be Three Sources, Three Integral 
Components of the Collapse of Ukraine’s Merchant Fleet”) 


[FBIS Translated Text] 


He Has a Dacha in the Canaries! 


Kiev-Odessa—The picture takes shape generally speaking 
as follows. Viktor Pilipenko, former director of the Black 
Sea Shipping Company [ChMP], former people’s deputy of 
Ukraine, first of all acquired two brand new Mercedes 
automobiles for his personal use through state hard- 
currency funds. Secondly, he bought himself a dacha using 
these fabulous state hard-currency funds—not somewhere 
in Odessa, but in a place no less fantastic than the Canary 
Islands. Thirdly, in August of 1991 he was one of the active 
participants in the GKChP [State Committee for the State 
of Emergency]. 


It is understandable that having such a leader, Pili- 
penko’s subordinates would not fail to get what was 
coming to them as well. Here we present just one piece of 
information that became the property of the Ukrainian 
Information Agency UNIAM the summer of this year: 
Sergey Nikulin, deputy director of the ChMP for eco- 
nomics, i.e., essentially the second highest ranking indi- 
vidual in shipping, and former people’s deputy of the 
Odessa Oblast Council, secretly and at dirt-cheap cost— 
a little more than $2 million—sold the ship Bashkiria 
abroad. In addition, it was discovered that he had a 
personal hard-currency account in a Swiss bank holding 
more than $1 million. 


In this regard, V. Pilipenko and his deputy S. Nikulin were 
discharged from the Black Sea Shipping Company. For the 
third year now we see the ChMP, transformed into the 
joint-stock concern Blasko-ChMP, being headed by that 
experienced seafarer and organizer Pavel Kudyukin, under 
whose leadership all the main production indices for 
shipping moved sharply upward. 
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This is approximately how the situation with ChMP looked, 
how it was perceived in Kiev under former head of the 
Ukrainian state Leonid Kravchuk. Or more accurately: This 
is how it was perceived by the presidential cabinet. But 
when the numerous commissions, discussion of which fol- 
lows, began inspecting the ChMP, it became clear that, first 
of all, the Mercedes automobiles—far from new, inciden- 
tally—were acquired by Black Sea Shipping Company 
director Viktor Pilipenko not for his own personal use but 
for the shipping company’s foreign liaison directorate. Sec- 
ondly, the then ChMP director did not use hard-currency 
treasury funds to acquire the Canary Islands dacha for 
himself, but had rather purchased, on the recommendation 
of Sovfrakht, an abandoned military base that had been 
reoutfitted as a rest and recreation facility for ChMP sailors 
(in all fairness it should be noted that not a single sailor in 
the merchant fleet would conceive of being sent to the 
Canary Islands for rest and relaxation following a period of 
many months at sea; nonetheless, in the opinion of experts, 
the above-mentioned acquisition was advantageous from an 
investment point of view, insofar as the cost of the ChMP 
boarding house in the Canaries has increased about 10-fold.) 


Indeed, if we wish to discuss indices of the Black Sea 
Shipping Company, transfer abroad of its ships, and 
extremely gross violations of financial discipline in the 
accounting pertinent to hard-currency transactions, we see 
that all the above-mentioned processes began in fact 
immediately after the appointment of Pavel Kudyukin as 
ChMP director and the transformation of this shipping 
company into the joint-stock concern Blasko-ChMP. 


Also a lie was the accusation leveled against Sergey Niku- 
lin, former deputy director of the ChMP for economics, of 
selling the ship and of having his own personal hard- 
currency account in a Swiss bank. The passenger vessel 
Bashkiria was handed over to foreign management under 
terms quite beneficial to Ukraine. According to the con- 
tract, the foreign lessee used his own money to repair the 
ship, which is presently providing the state treasury a 
decent profit. While the Swiss bank account contains 
money designated to provide social protection for ChMP 
sailors. S. Nikulin refused to convey to the new ChMP 
leadership the right of signature for withdrawing funds 
from this account insofar as he believed, and not without 
foundation, that as a result the hard currency could be used 
for entirely different purposes. 


What kind of frightening purposes could these be? And 
how did it happen that now for the third year in a row so 
many extremely contradictory judgments and conclu- 
sions have been accumulating around the Black Sea 
Shipping Company, so many frenzied and uncompro- 
mising statements have been made, so many shipping 
and government officials from Kiev have been accused 
of fraud and corruption—some from the highest eche- 
lons of power—that one can only compare the collapse of 
the Black Sea Shipping Company and its transformation 
into the joint-stock concern Blasko-ChMP with the col- 
lapse of the USSR and creation of the CIS in its place? 
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Can You Make a Port Out of a “Commission Store”? 


The brief version of how the conflict developed goes 
approximately as follows. In the winter of 1991 a 
working group was established in Ukraine to determine 
prospects for the republic’s maritime transportation. 
The group was headed by then deputy director of ChMP 
for economics, Sergey Nikulin. It prepared certain refer- 
ence data describing the state of affairs, analyzing freight 
traffic volume, justifying the need to replenish the fleet, 
and determining sources of financing. 


Then following suppression of the Moscow putsch and 
acquisition by Ukraine of its own independence, a new 
working group was established in autumn of 1991 to 
study the question of transferring a portion of the USSR 
maritime fleet to Ukrainian ownership and the problem 
of maritime transport operation during the transition 
period. This group was also headed by Sergey Nikulin. 


It should be noted that the partitioning of the merchant fleet 
proceeded far less painfully than the analogous partitioning 
of the naval fleet. Incidentally, whereas prior to the collapse 
of the USSR, the total tonnage of all merchant vessels of this 
state amounted to 21 million tonnes, 4.5 million tonnes, i.e., 
over 20 percent, fell to ChMP of Ukraine, to its more than 
300 merchant vessels of various types. All the same, when in 
December 1991 the USSR Merchant Fleet ceased to exist as 
such, it became evident that Ukraine—the maritime 
power—had no structures of its own capable of managing 
the merchant fleet. 


Then the directorship of the Black Sea Shipping Com- 
pany, a company handling 80 percent of the total mani- 
time shipments of Ukraine, engendered the concept of 
creating a new structure—the Ukraine Maritime Fleet, a 
state structure with rigid management functions. This 
concept was implemented. The Ukraine Maritime Fleet 
[UMF] was born, and Viktor Pilipenko was appointed its 
director. In this regard, by directive of former Ukraine 
President Leonid Kravchuk, he continued to head the 
ChMP as well, in essence using its specialists for Ukraine 
Maritime Fleet operations—until such time as UMF 
staffing would be effected. 


It was felt something good would come of this. Day and 
night the Ukraine Maritime Fleet, under the stewardship 
of Viktor Pilipenko, worked on establishing the norma- 
tive base for the Ukraine merchant fleet, drawing up 
documentation the likes of which did not exist in the 
newly established maritime power. We are talking about 
the basis for a merchant marine code, about interna- 
tional agreements with respect to maritime shipping, etc. 


Soon the Ukraine Maritime Fleet, in essence Viktor Pili- 
penko himself, came to encounter serious enemies. The first 
opponents were the ports. Following the collapse of the 
USSR, Ukrainian ports came to feel so unrestricted in the 
developing confusion that, using their own judgment, 
without consideration of world practice, they began carrying 
out functions that were not theirs to carry out. Specifically, 
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they became involved in the agent business, i.e., in interme- 
diary activity between foreign vessels and port services— 
whereby a ship docking in port would be provided water, 
fuel, provisions, etc. And insofar as there is nothing more 
advantageous than the agent business, where money need not 
be invested while fleecing the client in monopolistic fashion, 
private agency-firms began to multiply in Ukrainian ports. I 
heard a funny story in Odessa, where a private commission 
Store was able to register its own charter, stipulating—in 
addition to buying and selling—the right to act as an agent in 
the seaport. Additionally, foreign ships began being sub- 
jected to such tribute that it was virtually impossible to reach 
the dock unless they paid once, twice, three times. Then this 
was followed by payments to the docking crews for every 
kilogram of loaded or unloaded freight. 


The Ukraine Maritime Fleet advocated a return to state 
monopoly in matters of agency—which, incidentally, is 
standard procedure for all maritime powers. The ports 
saw this as an attempt by the Ukraine Maritime Fleet to 
prevent them from making profit and presented written 
complaints against V. Pilipenko. 


Another enemy of the Ukraine Maritime Fleet—and, of 
course, of its leader V. Pilipenko—was the Ukraine 
Ministry of Transportation, established in February 
1992, which attempted to unite “the steed and the 
frightened deer.” Its minister, O. Klympush, from the 
same region as L. Kravchuk, a motor vehicle specialist 
by training, former director of the Scientific Research 
Institute, working with motor vehicle trailers and 
learning about the sea, as people joked in the ChMP, 
mostly from songs of the variety “You Are a Sea- 
Woman, I—A Seaman,” began to actively intervene in 
the affairs of the ChMP and Ukraine Maritime Fleet. In 
affairs of a narrow professional nature, in fact. 


Here is the gist of things. The nonsense of the hard- 
currency system that had taken shape in Ukraine led to 
a situation where the artificial exchange rate of the 
karbovanets to the U.S. dollar was consistently turning 
the Ukraine Maritime Fleet into an institution lacking 
the r. »ney to pay wages to its sailors. For the state took 
fori’ {f the hard currency earned by ChMP, but did not 
give . * merchant fleet the appropriate bulk of karbo- 
vantsy .1 return. V. Pilipenko wrote letters of despera- 
tion to .hen President of Ukraine L. Kravchuk, First 
Deputy Prime Minister of Ukraine K. Masyk, Deputy 
Prime Minister V. Lanovyy, and Prime Minister V. 
Fokin, enclosing in the letters to Lanovyy and Masyk the 
request: to establish a competent commission under 
direct control of the Ukrainian president, its Supreme 
Council, and Cabinet of Ministers, with the aim of 
examining issues related to the operations of Ukrainian 
maritime transport. 


Becoming the third enemy of the Ukraine Maritime 
Fleet and V. Pilipenko—and, therefore, of ChMP—was 
the then mayor of Odessa, then representative of the 
Ukrainian president in Odessa Oblast, a bit later— 
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deputy prime minister, and just a little bit later—acting 
prime minister and personal friend of Leonid Kravchuk, 
Valentin Symonenko. 


It was explained to me at ChMP that Valentin 
Symonenko wanted to replace the ChMP director 
because the shipping company was too tasty a morsel, 
and under V. Pilipenko was maintained somewhat inde- 
pendent of city authorities, i.e., did not help the city. 


But everyone with whom I spoke in this 200-year-old 
southern city—and this includes dozens of people who had 
a relationship with former shipping director V. Pilipenko, 
sometimes positive, sometimes sharply negative—everyone 
was united in one conviction: He was not a thief. 


Indeed, was this not the reason he turned out to be dan- 
gerous and expendable? But now let us turn to how and why 
a certain individual, known to no one prior to this time, 
“enters the picture” in 1992—Pavel Kudyukin. 


The Rise of Kudyukin 


In following the hero of Isaak Babel’s story about the 
unexpected rise of Odessa robber Beni Krik, we are 
prompted to reflect on how it could happen that a person 
who became proficient at making tremendous amounts of 
money in the post-perestroyka years out of thin air, as they 
say, and using in this regard the state structure responsible 
for the safety of sea navigation in the northwest portion of 
the Black Sea, occupying a very minor position in the Black 
Sea Shipping Company system, affixing his signature under 
the line so as to afford the lower portion of the letters their 
very own line—how could it happen that such a person 
suddenly rises to such gigantic heights? 


In order to delve into all of this, we must return once again 
to the spring of 1992, when ChMP director Viktor Pili- 
penko was writing desperate letters to the highest leaders 
of Ukraine, thereby causing great vexation to the leader- 
ship of the republic’s Ministry of Transportation and that 
of the city of Odessa. This very spring Leonid Kravchuk 
made a brief visit to Odessa and, as reported previously in 
the newspapers, met in a warm and friendly environment 
on board the sailboat Friendship with Ruslan Bodelan, 
chairman of the Odessa Oblast Council, Valentin 
Symonenko, presidential representative in Odessa Oblast, 
and Viktor Pilipenko, ChMP director aad head of the 
Ukraine Maritime Fleet. 


Eyewitnesses tell us that V. Pilipenko complained openly 
to the Ukrainian president about the actions of Odessa 
Mayor V. Symonenko with regard to ChMP, to which L. 
Kravchuk responded in the vein of—look fellows, let us 
live amicably. One can understand that, considering the 
friendship between Symonenko and Kravchuk, the effec- 
tiveness of such complaints was approximately equiva- 
lent to that which might have resulted if someone dared 
to utter complaints to Brezhnev against his son-in-law, 
Churbanov. And on 2 June, a governmental commission 
arrived in Odessa for a comprehensive inspection of the 
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ChMP, headed by Ukraine First Deputy Minister of 
Transportation A. Ariemenko. 


Instead of delving into the system of taxation for ChMP 
(which was the official mission assigned the commission by 
the Ukrainian Government), the inspectors zealously set 
about studying the operation of shipping company struc- 
tures themselves. This resulted in the appearance of the 
fairly neutral document “Analysis of the Financial and 
Managerial Activity of the Black Sea Shipping Company.” 
The essence of this document was the contention that the 
ChMP operation involved certain violations related mainly 
to the absence of a normative base for maritime shipping 
following the collapse of the USSR. 


Nonetheless, based on this reference data, as early as 10 
June the above-mentioned V. Symonenko writes L. 
Kravchuk a report memorandum concerning gross vio- 
lations in the financial-managerial activity of ChMP. 
Attached are the letters of port managers, who declare 
that the ports no longer wish to be subordinate to the 
Ukraine Maritime Fleet, but rather to lie entirely within 
the jurisdiction of the Ministry of Transportation. Also 
attached is a letter from several commercial port struc- 
tures asserting that V. Pilipenko is suppressing any and 
every market undertaking they attempt. 


So now in July of this same year, 1992, 46-year-old Pavel 
Kudyukin rises to the surface. So as not to speak without 
justification in characterizing this individual, I will state 
only that in 1980 P. Kudyukin was removed from the 
ranks of the CPSU, this act accompanied by the wording 
“for numerous incidents of deception of party and soviet 
organs” (among the many cited was one case where he 
fraudulently obtained an apartment in Odessa), and that in 
1984 the Transportation Procuracy instituted criminal 
proceedings against P. Kudyukin, then captain’s assistant 
on the steamer Geroi Shipki. He was accused of “illegal 
payments of VTB (Foreign Trade Bank—S.K.) checks to a 
number of crew members, including himself.” 


Well, such a personal history did not lead to Kudyukin’s 
promotion to captain. However, towards the beginning 
of perestroyka he made his way into the leadership of the 
ship movement direction center of the northwestern 
Black Sea division Morsvyazsputnik. Even here, how- 
ever, Kudyukin does not fail to get his due. He dreams 
up a remarkable way of obtaining hard currency from 
literally nothing. This is how: The ship movement direc- 
tion center, responsible for sea navigation safety and 
security, using the official international maritime term 
“port traditions,”’ begins, 72 hours prior to the arrival of 
foreign vessels in Odessa, to provide them information 
having nothing whatsoever to do with shipping—what 
the weather is like in Odessa, how the Potemkin Stairs 
were built, and what is the easiest way to get to the Duke 
Richelieu monument. The foreigners have to loosen 
their purse strings, although they know full well that such 
“services” are nowhere found within any framework of 
international commercial sailing. 


Parallel to this, Kudyukin organizes a small enterprise, 
then registers another shipping company that comes to 
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acquire the name “Channel.”’ The directorship of 
Channel is the last position Kudyukin occupies before 
becoming director of the Black Sea Shipping Company. 


PRESIDENTation of a Steamship Company? 


But let us return to the ChMP. It continued to burn up with 
fever—forgive the cliche. Inspection upon inspection was 
conducted by teams coming from Kiev. And these inspec- 
tions were so unfair, superficial, unprofessional, but 
mostly—biased, to put it mildly, that the Ukrainian parlia- 
ment was forced to qualify them in precisely this manner. 


There was no wvudt in the minds of experienced Kievan 
apparatchiks but that the basis was being laid for 
removing V. Pilipenko from his pust. And they were not 
mistaken. On 29 September 1992, two days prior to his 
resignation, Prime Minister V. Fokin signs a directive on 
the appointment of P. Kudyukin to the position of 
director of the ChMP, and on 19 October the new prime 
minister, Leonid Kuchma, issues a directive cunningly 
attributed to the initiative of V. Symonenko—then still 
occupying the post of deputy prime minister, which 
states among other things: “To establish for the president 
of the Ukraine Maritime Fleet, V.V. Pilipenko, a monthly 
raise in the amount of 50 percent of his pay rate. In 
connection with the appointment of V.V. Pilipenko as 
president of the state administration for Ukraine mari- 
time transportation, to consider the contract with him in 
the post of director of the Blaci: Sea Shipping Company as 
having been terminated.” 


I managed to become familiar with a copy of one other 
remarkable document—the recommendation with 
respect to P. Kudyukin’s appointment to the position of 
director of the Black Sea Shipping Company. This doc- 
ument openly falsifies the facts of Kudyukin’s biography. 
It turns Mr. Kudyukin from a former captain’s assistant 
into a great-voyage captain with nine years of service. 


This recommendation is signed by O. Klympush, then 
Ukraine minister of transportation, and is addressed to 
Deputy Prime Minister V. Symonenko. The word 
“Approved” appears in the upper portion, and under- 
neath it—the florid confirmation signature of L. Krav- 
chuk and the date, 1 September 1992. 


On 13 August 1993, Ukraine President Leonid Krav- 
chuk issued an edict on establishment of the joint-stock 
shipping concern Blasko—Black Sea Shipping Com- 
pany, based on structural subdivisions of the old Black 
Sea Shipping Company. This same edict confirms the 
appointment of P. Kudyukin as president of the concern. 


Let us begin with the most important aspect: Where, in what 
country of the world, does the head of state issue an edict to 
create a commercial production structure? And not only 
that—personally appoints the head of it? Among other things 
concerning the establishment of Blasko, the edict states that 
this concern is afforded the right to represent the interests of 
Ukraine in a number of international organizations, 
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including MARPOL [International Convention for the Pre- 
vention of Pollution From Ships}. But even people far 
removed from seafaring problems realize that MARPOL is 
not an organization, but simply an international convention 
for preventing pollution of the oceans due to ships. In other 
words, it is just a document. One need not be a genius to 
realize that it is impossible to represent the state in a 
document. 


How could it happen that former President L. Kravchuk, 
a careful and suspicious person, would sign such an 
absurd edict? And who prepared it? What legal experts, 
what specialists in the field of maritime law elaborated 
the document? We see that the investigative commission 
of deputies presently working in Blasko, headed by Yuriy 
Karmazin, discovers that not a single state institution, 
including the Ukraine Ministry of Transportation, has 
had the slightest bit to do with this edict—or any of the 
other four edicts and directives issued by L. Kravchuk 
with respect to Blasko. 


Nevertheless, it would be naive to believe that L. Kravchuk 
composed it himself. I was able to discover that two indi- 
viduals had direct involvement in the preparation of the 
above-mentioned edict—Orest Klympush and Valentin 
Symonenko. 


Ah! What a crazy, tragic story we see surrounding the 
demise of the ChMP! I could continue for quite some 
time relating in strict chronological sequence the events 
that unfolded following the creation of the Blasko con- 
cern. As to how ChMP director V. Pilipenko—at that 
time a people’s deputy of Ukraine, incidentally, enjoying 
the privilege of deputy immunity—was illegally removed 
from his position; as to how the General Procuracy three 
times protested his removal, which had not the slightest 
influence on the Ukraine Cabinet of Ministers; as to how 
the new ChMP director expelled the former deputy 
director of the shipping company, S. Nikulin, and V. 
Pilipenko’s former assistant, Viktor Bondarenko; as to 
how, on 2 October 1992, V. Pilipenko presented an 
address in session of the Supreme Council in which he 
stated that Ukraine was on the verge of losing its mer- 
chant fleet—this being $2 billion in annual financial 
turnover and about 500,000 human destinies,“ and 
warned prophetically that under the new ChMP leader- 
ship "80 percent of Ukraine's entire maritime fleet would 
be sold to mafia figures and thousands of people would 
find themselves without jobs.“ 


Permit me to quote one additional paragraph from V. 
Pilipenko’s speech to the Ukrainian parliament: Origi- 
nally I thought this was just the mistakes of some and the 
abuses of official position of other high-ranking officials. 
But I am now convinced that it constitutes a purposefully 
instituted policy—to deprive Ukraine of its foreign eco- 
nomic independence, of its merchant fleet.“ 


Nonetheless, it seems to me that Viktor Pilipenko (who, 
incidentally, has been out of work altogether since 
November 1992, following L. Kravchuk’s elimination of 
the Ukraine Maritime Fleet as such) was not entirely 
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correct when he affirmed that all the innovations con- 
cerning the ChMP were purposefully oriented towards 
depriving Ukraine of its foreign economic activity. My 
numerous meetings in Odessa with people connected to 
one degree or another with ChMP operations and my 
discussions with law enforcement personnel have signif- 
icantly increased my knowledge regarding ways to obtain 
money, more precisely—hard currency, from nothing. 


Just what “skim money” is in the merchant fleet—is not 
difficult to explain. It is the difference between the 
dumping price for leasing a vessel (chartering) and the 
real price, which is then split up between the vessel 
owner and the charterer. The following example was 
explained to me. Let us say a decent freight vessel used 
on time charter, i.e., leased for freight haulage for a daily 
fee, at world prices, costs approximately $10,000-1 1,000 
per day. In order to beat out competitors, they offer to 
lease the vessel for $8,000 a day. But the actual contract 
is drawn up for $6,000, while the difference—which is 
virtually impossible either to record or to monitor—is 
divided up between the vessel owner and the lessee. This 
difference is known as the “skim money.” 


In vain deputies of the Ukraine Supreme Council 
became uneasy in December of last year when they 
suspended Blasko’s operation in connection with its 
alleged intention to sell a significant portion of the Black 
Sea Shipping Company abroad. In vain they expressed 
no confidence in Blasko president Kudyukin and Min- 
ister of Transportation Klympush. No one had any 
intention of selling ships, save perhaps for the very oldest 
ones, at scrap metal prices (it is not very difficult, 
incidentally, to form “skim money” in these kinds of 
deals either). They intended to turn them over to foreign 
management, and this intent was implemented despite 
all efforts by deputies of the past and present parlia- 
ments. Insofar as I was able to ascertain, Blasko trans- 
ferred 10 highly profitable ships of the freight vessel fleet 
at dumping rates to Germany, and 33 more to Great 
Britain. Officially these are bringing in a minute profit, 
most of which the Blasko directorship conceals in its 
foreign hard-currency accounts and often uses at its own 
discretion and for its own personal needs. In other 
words, as a state-owner, Ukraine has virtually lost this 
aspect—its ownership of these assets, merchant vessels. | 
can understand the situation where a barber who has 
unexpectedly obtained a merchant vessel through inher- 
itance, for example, transfers it to a foreign entity for 
management purposes. But when this is done by one of 
the largest shipping companies in the world, representing 
a maritime power, the situation becomes simply 
absurd—unless, of course, you note the paramount 
importance of that “skim money.” 


As far as the main indicator of shipping company opera- 
tion—net hard-currency proceeds—is concerned, with the 
arrival of P. Kudyukin this index dropped by a factor of 
several dozen. Therefore, Blasko seamen currently have 
not received wages for months although the directorship of 
the concern, personified by Mr. Kudyukin (in Odessa P. 
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Kudyukin is referred to as “Mister Blasko’’, people joke, 
paraphrasing Mayakovskiy: “When we say Blasko, we 
mean Kudyukin; when we say Kudyukin, we mean 
Blasko.”’), spent tens of millions of U.S. dollars in 1993 
alone, according to data from the deputy commission of 
the last convocation of parliament. The list of expenditures 
includes purchases at inflated prices of automobiles—in 
excess of $500,000, furniture for $188,000, construction of 
the Blasko representational facility in Kiev for just under 
$6 million, repair of the ChMP directorate in Odessa, 
already running up to $10 million (for this money alone, 
experts calculate, 17 improved-layout apartment buildings 
could have been built), purchase in Germany of the 
luxurious Dornier aircraft—which is used solely by P. 
Kudyukin, and much more. 


Perhaps the most important questions, which the previous 
Ukrainian parliament tried unsuccessfully to examine and 
for which the present parliament is striving to find answers, 
can be presented as follows: Who received the “skim 
money” for the transfer of Blasko ships to foreign manage- 
ment and for other ChMP services provided to foreign 
clients? With whom, in what proportions, and in what form 
was this “skim money” shared? 


Kravchuk’s Supersonic Edict 


A few other facts not devoid of interest may be added to 
the story of how the joint-stock concern Blasko was 
created by edict of L. Kravchuk, and how its president 
was appointed. When in December of last year the prior 
convocation of the Ukraine Svyreme Cuuncil imposed 
with convincing argumert its veto of the above- 
mentioned presidential edict, Leonid Kravchuk imme- 
diately issued a directive which, in essence, annulled the 
parliamentary veto. 


I managed to lay my hands on one other extremely 
curious document that indicates the quite significant 
link between Kudyukin and Kravchuk. I would ask the 
reader to pay attention to the dates. Just shy of two 
weeks from the date of establishment of Blasko, P. 
Kudyukin tries to snatch yet another “piece of pie’ —to 
join the fishing production association Antarctica with 
Blasko. Behind Antarctica’s back, Kudyukin sends Krav- 
chuk a letter outlining quite vague grounds for the need 
to join this fishing production association with Blasko. 
The letter is dated 26 August 1993. That same day, 26 
August, L. Kravchuk’s instructions appear on the let- 
ter—for its examination. That same day, 26 August, the 
stamp of the administration of the Ukrainian president 
is affixed to the letter, with an entry number. And on the 
very next day, 27 August, a stamp appears on this same 
letter with an entry number of the Ukraine Ministry of 
Transportation. 


Experienced Kiev apparatchiks working in the adminis- 
tration of the former president of Ukraine assure me that 
they do not recall such rapidity in processing a letter of 
such little import to L. Kravchuk. People who investi- 
gate shipping matters in Odessa assure me that here we 
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are likely talking only about additional opportunities to 
obtain “skim money,” about which they could not help 
but understand in the apparatus of the former president. 


But the story involving this letter ends nowhere, just like the 
story concerning L. Kravchuk’s edict on the construction of 
a Ukrainian oil tanker fleet at German wharfs (in the 
opinion of experts, the requisition could have been placed 
with the Nikolayevsk shipbuilding plant, thereby providing 
jobs for Ukrainian instead of German shipbuilders, but 
apparently such a scheme was advantageous to someone), 
and like L. Kravchuk’s edict on Blasko’s purchase abroad of 
cash registers (it turned out later that it would be much 
cheaper to produce our own). 


I was told quite openly by the parliamentary investiga- 
tory commission that information was available con- 
cerning close ties between Kudyukin and Kravchuk’s 
son, and I found out in Odessa that there was informa- 
tion to indicate that in December of 1993, during 
negotiations on the above-mentioned tanker program 
with the German firm Bremervulkan, both Kudyukin 
and the son of the former Ukrainian president were 
staying at the same Marriott Hotel. 


Possibly this is nothing more than coincidence. But con- 
cerning the fact that it was in essence L. Kravchuk, having 
signed the edict creating Blasko and appointing P. Kudyukin 
president of this joint-stock concern, who stood at the source 
of the collapse of Ukraine’s merchant shipping—there can be 
no doubt. The fact that the formerly powerful ChMP is today, 
if we call a spade a spade, writhing in its death throes is 
confirmed by two parliamentary commissions and a deputy 
commission of the Odessa Oblast Council investigating the 
activity of Blasko in November 1993. 


Nonetheless, nonetheless...L. Kravchuk departed the 
highest state position in the republic, but it would seem 
that his business is alive and well. Indeed, there can be 
no doubt but that the chairman of the parliamentary 
investigatory commission, Yuriy Karmazin, is prepared 
to immerse himself in the Blasko epic and stay to the 
bitter end, not worrying about this person or that thing. 
“He too will get burned,” I was told in Odessa—a 
reference to the fact that the uncompromising Nikolay 
Popov, chairman of the parliamentary commission of 
the last Supreme Council investigating Blasko, endured a 
great many threats to himself and his family and had 
heaps of dirt dumped on him by the Ukrainian mass 
media before he passed away—his heart gave out. 


As far as the criminal case being conducted by the South 
Ukraine Transportation Procuracy is concerned, Vasiliy 
Popov, chief of the directorate for compliance with 
transportation laws and the individual running the 
investigation, told me he expects the matter to be con- 
cluded prior to the end of the year. In other words, the 
procuracy is operating at top speed, studying chiefly, it 
seems to me, the activity as ChMP director not so much 
of P. Kudyukin as of V. Pilipenko. 


It should be noted for the sake of fairness that an 
investigations team of the South Ukraine Transportation 
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Procuracy has arrested five high-ranking Blasko employ- 
ees—for bribery and extortion from seamen. However, 
again for the sake of fairness, it must be added that the 
case materials on the bribe-takers were handed over to 
law enforcement organs of the Ukrainian Security Ser- 
vice back in January. Those whose official duty it was to 
immediately process the Blasko bribery case decided to 
delay matters until such time as the republic parliamen- 
tary and presidential elections were over, and see who 
then had the upper hand. Only after the newly elected 
Supreme Council did not confirm the deputy credentials 
of Kudyukin did law enforcement organs get ready to do 
their work, and when L. Kravchuk was no longer presi- 
dent of the republic, they rushed to Odessa. 


There is one more entertaining document, incidentally. 
Kudyukin was nominated as a candidate for people’s 
deputy of Ukraine not by the Blasko concern, which 
would seem to be most logical, but...by the Odessa Cable 
Plant. The reason for such confidence on the part of 
plant personnel in the Blasko president is quite simply 
explained. I was shown an agreement on cooperation, 
certified by the seals and signatures of Blasko and 
Odessa Cable directors, the main subject of which was 
the following: “The joint-stock shipping concern Blasko 
shall effect sales to the Odessa Cable Plant of Volvo 
automobiles through mutual accounting with respect to 
cable production output.” 


Well, what about P. Kudyukin himself, whom the new 
Supreme Council of Ukraine removed from his post? He 
continues to happily direct the Blasko concern as before, 
hiding behind a medical certificate which, by the way, 
does not prevent him from appearing in his office from 
time to time and signing orders. Recently he appeared on 
Odessa television and made a statement that immedi- 
ately became a street joke in Odessa: “In connection with 
my being persecuted by the Ukraine Supreme Council, I 
have been forced to suspend my illness and fulfill my 
manly duties.” He is now waiting for another govern- 
mental commission to complete its work. Incidentally, 
arriving in Odessa in summertime, the members of this 
commission had their wives sent down for vacation as 
the first order of business. 


Most people with whom I have conversed in Odessa do not 
believe, all the same, that “Mister Blasko,” 1.e., Pavel 
Kudyukin, has lost his position, since there exist quite 
significant forces in both Kiev and Odessa that are sup- 
porting him. Here is just one example. The highest officials 
of the oblast procuracy and militia were on hand to intro- 
duce Kudyukin as he assumed the post of ChMP director. 


If the pyramid collapses, there are many people, in the 
opinion of the parliamentary investigatory commission, 
who will not only have to leave their high positions, but 
will have to change seats—from an official chair to a 
bench 1n a jail cell. 
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Presidential Rule May Be Imposed on Crimea 
954K0055A Donetsk DONBASS in Russian 7 Oct 94 p I 


{Report by PAN correspondent Sergey Tkach: “Crimea: 
The Authorities’ Fight for Power’’] 


[FBIS Translated Text] The confrontation on the 
Crimean peninsula between the parliament and the 
president of the Republic of Crimea acquired a special 
character over the past month. First Yuriy Meshkov 
wanted by his edicts to liquidate the autonomy’s 
Supreme Council; now the people’s elected representa- 
tives demand the president’s resignation. 


A temporary deputy commission of the Ukrainian 
Supreme Council, which was in the Autonomous 
Republic of Crimea from 16 to 20 September of this 
year, stated that the political crisis in Crimea is the result 
of the unsatisfactory dealing with socioeconomic prob- 
lems and the inability of the executive and legislative 
branches to find a common language. Political scientists 
believe, however, that the problem goes beyond that. 
Immediately after Yuriy Meshkov liquidated (or, to be 
precise, attempted to liquidate, the Crimean Supreme 
Council), the autonomy’s parliament demanded the res- 
ignation of the Cabinet of Ministers headed by Yevgeniy 
Saburov, practically making it the first target of the 
political crisis. Clearly, the ‘“‘Moscow visitor,” as 
Crimean deputies characterized him, was not to the 
liking of not only the people’s elected representatives but 
also some in the capital of Ukraine. It cannot be ruled 
out that the conflict between the executive and legisla- 
tive branches in the Crimean autonomy had been pro- 
voked by a “third hand.” One can only guess whose hand 
it was in the conflict. 


Meanwhile, while the people’s deputies and Yuriy 
Meshkov were slugging it out, the Ukrainian Supreme 
Council adopted the decree “On the Politico-Legal Sit- 
uation in the Autonomous Republic of Crimea,” in 
keeping with which the Supreme Council of the Republic 
of Crimea is required to bring the Constitution and the 
laws of the Autonomous Republic of Crimea in compli- 
ance with the Constitution and laws of Ukraine before | 
November 1994. In the event that this is not done, there 
is a plan to prepare a draft decree of the Ukrainian 
parliament on measures that would ‘“‘bridle” the 
Crimean leadership. 


Thus, if the parliament and the president of Crimea 
continue their squabble, it is possible that President of 
Ukraine Leonid Kuchma will impose presidential rule 
on the peninsula (the grounds for which may be provided 
by noncompliance by Crimea with the aforementioned 
decree of the Ukrainian Supreme Council). For now, 
Yuriy Meshkov and the autonomy’s parliament still 
have enough time to reach a mutual understanding. 
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Commentary on Future Kravchuk Role 


954K0018A Moscow NEZAVISIMAYA GAZETA 
in Russian 28 Sep 94 p 3 


[Article by Vladimir Skachko: ‘‘Leonid Kravchuk 
Elected Deputy: He Could Become One Further Power 
Center”) 


[FBIS Translated Text] The forecasts concerning the fate of 
ex-President Leonid Kravchuk have come to pass. 
According to the results of the ballot on 25 September in the 
Terebovlyanskiy Election District in the Ternopol region, 
he has become a people’s deputy of Ukraine. Leonid Krav- 
chuk amassed more than 87 percent of the vote. 


Leonid Kravchuk himself has declared repeatedly that, 
having been elected a people’s deputy, he is prepared to 
head in parliament the national democratic faction in 
Opposition to the present authorities. And Leonid Krav- 
chuk does not exclude from his wider plans, once again 
according to him, leadership throughout the national 
democratic camp of Ukraine, which considers as its 
main task the unconditional defense of the country’s 
political and economic independence. 


But because as a result of the new deputy’s previous activity 
in the office of president Ukraine found itself on the brink 
of economic catastrophe and political division, the attitude 
in the country toward the election of Leonid Kravchuk and 
toward his plans is, to put it mildly, ambivalent. 


The first to respond was the not-unknown Stepan 
Khmara, member of parliament and leader of the Ukrai- 
nian Conservative Republican Party (UKRP). A 
member of his party, one Nikolay Novoselskyy, was the 
only one that dared to compete with Kravchuk and 
mustered in terms of the election results 10 percent of 
the vote. As an irreconcilable opponent of Leonid Krav- 
chuk, Stepan Khmara immediately brought suit for the 
elections to be deemed null and void. 


The ruling grouping of moderately reform-minded busi- 
ness managers, whose representative, Leonid Kuchma, 
replaced Leonid Kravchuk in the office of president of 
Ukraine, called through the mouth of the victor for 
tolerance in relation to the vanquished and for recogni- 
tion of his contributions to Ukraine as the popularly 
elected president, but for the abandonment of his isola- 
tionist course in policy and the economy. 


The left bloc, which has a majority in parliament, 
Oleksandr Moroz, chairman of the Supreme Council 
included, is of a more emphatic frame of mind. The ex- 
and neo-communists never were able to forgive the 
former secretary of the Communist Party of Ukraine 
Central Committee for ideology, Leonid Kravchuk, for 
his betrayal of ideals and in a recent statement of their 
parliamentary faction called for an investigation as to 
“‘why the former president of Ukraine had surrounded 
himself with undeserving and corrupt people.” 


Nor is there unity in respect to Leonid Kravchuk’s new 
position in the national democratic camp, which is split, 
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as before. By all accounts, an agonizing reappraisal of 
certain key ideological principles is currently under way 
and a trend toward unification with other new opposi- 
tion political currents in a single patriotic-democratic 
bloc that could reconcile the spiritual and political 
searching of the state absolutists, the social hankerings of 
the social democrats, and the liberal pragmatism of the 
reform-minded business managers is strengthening 
among the national democrats. In any event, it was of 
this that the hitherto irreconcilable adversaries Dmytro 
Pavlychko and Vyacheslav Chornovil spoke at the time 
of the recent celebration of the fifth anniversary of the 
People’s Rukh of Ukraine. To everyone’s astonishment, 
their views coincided both on the need for future asso- 
ciation and on the activity of Leonid Kravchuk. In the 
opinion of both leaders, Leonid Kravchuk should not 
have run for deputy but remained forever in the public 
consciousness as the first president of Ukraine, symbol 
of its statehood, and so forth. The leaders of the national 
democrats had a guarded view also of Leonid Krav- 
chuk’s increased political activity, while not denying, 
however, that the ex-president could lay claim to polit- 
ical leadership. Inasmuch as there is among national 
democrats and in the western regions of Ukraine also a 
great multitude of politicians who are almost fanatically 
devoted to Kravchuk, it should be said for fairness’ sake 
that he truly could, as a symbol, become one further 
center of political power in Ukraine and truly could be 
the sole leader of the national democratic camp, acting 
the part of a kind of arbitral judge and having in this way 
reconciled and brought closer together the present mutu- 
ally inimical leaders—Vyacheslav Chornovil, Mykhaylo 
Horyn, Larisa Skorik, Nikolay Porovskyy, Dmytro Pav- 
lychko, Levko Lukyanenko, and others. 


There is also one further viewpoint on the ex-president’s 
deputyship. Malicious tonguesare maintaining that Leonid 
Kravchuk became a deputy for one purpose—to obtain 
deputy’s immunity and provide himself with elementary 
security against possible investigations into the financial 
and economic machinations in which members of his team, 
and, possibly, he himself indirectly, were involved. In any 
event, there have been public statements to the effect that 
many documents concealing serious abuses of power con- 
tain the signature of Leonid Kravchuk and that he runs the 
risk of being at least a witness in possible criminal proceed- 
ings, of the need for which people in Ukraine are today 
speaking increasingly often. 


But, whatever the case, Leonid Kravchuk, the ex-president 
of Ukraine, who has only just barely reached retirement age, 
has justified the forecasts of many soothsayers and has 
shown a reluctance to be the second ““Belovezha diehard” to 
quit unprotestingly under th. pressure of the political situ- 
ation. He has returned to active political life, having thereby 
acquired a real opportunity simultaneously for the rehabil- 
itation of his political course, for personal revenge, and, 
possibly, for the further discrediting of his name and his 
image in the history of Ukraine. 
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Chernivtsi Mayor Views Area Issues 


944K2373A Kiev HOLOS UKRAYINY in Ukrainian 
10 Sep 94 p4 


[Interview with Mykola Fedoruk, chairman of the Cher- 
nivtsi City Council, by Yuriy Kornyev, under the rubric 
“The Life of the Councils: A Social Cross Section”; place 
and date not given: “‘There Are Investments Lying 
Under Our Feet. All We Need Is To Know How To Find 
Them,’ Believes Mykola Fedoruk, Chairman of the 
Chernivtsi City Council’’} 


[FBIS Translated Text] [Kornyev] Mykola Trokhy- 
movych, recently you, the head of a large industrial 
region, became the chairman of the oblast center’s 
council of people’s deputies. The city treasury, I have 
been told, is empty. How do you plan to replenish it? So 
far, you having nothing other than such symbols of 
power as the state flag on the wall behind you and a seal. 


[Fedoruk] In the first place, I believe that it is impossible 
to build capitalism or socialism in any one city taken 
separately. We worked at the latter from “*Moscow tu the 
outermost peripheries.” We all know what came of this. 
In the second place, we need to secure municipal prop- 
erty and the powers of local government in legislation. 
Without such laws, no one knows who is responsible for 
what and who owns what. I believe that if we want to 
build a democratic state and a market economy, the 
future lies in broad local self-rule. 


[Kornyev] Paraphrasing Gorbachev, one could say: “A 
strong center and strong regions.” 


[Fedoruk] Here, the opposite holds true: a weak Kiev 
and weak local government. The Law on Local Self-Rule 
was passed in Ukraine in 1992. But the fate of this law 
fills me with alarm. Its implementation has exacerbated 
the conflicts between the base level—city, town, and 
village—and the regional level. 


[Kornyev] The oblasts tried to become regional Kievs? 


[Fedoruk] Yes, and this creates the danger of a loss of 
control in the state. The recent edicts of President of 
Ukraine Leonid Kuchma on safeguarding leadership in the 
sphere of state executive power and in the structures of 
authority at the local level are aimed specifically at restoring 
the hierarchy of authority in the state. On the other hand, 
this has caused some concern that this might restore the 
administrative-command system, which we have already 
experienced. There can be no return to the past. 


[Kornyev] Chernivtsi, like other cities, can scarcely 
expect any serious assistance from the state budget. 
What sources of investments do you intend to mobilize? 


[Fedoruk] Working together with my supporters, the first 
thing I want to do is mobilize a sense of patriotism and 
love for our native city. So that there are as few as 
possible managers [hospodarnyky] who believe that their 
interests end at the entrance to the plant, and that 
everything beyond it is no concern of theirs. This also 
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applies to those city residents who think that their home 
extends to their doorstep and care not a straw about what 
happens beyond that. Democracy and a market economy 
mean, above all, a sense of responsibility. Industrialists 
and businessmen alike must understand that the city’s 
social and communal infrastructure is the environment 
in which they conduct business and that it requires a 
joint effort to create. You may be able “to pull the whole 
blanket over to your side of the bed” today, take more 
from the city than you give back, and some may even 
contrive to snatch a piece of the communal pie. But 
tomorrow all of this will come back to haunt such 
“economic” egotists. An impoverished or deformed 
infrastructure will make it impossible for them to grow 
and earn a steady profit. 


{[Kornyev] What are you doing to “educate” local 
businessmen? 


[Fedoruk] The following. What affects peoples’ moods 
most? Crowded city transport, dirty and run-down 
trolley bus and bus stops. Here is what we decided: The 
city cannot afford to pay hard currency for Czech buses 
and spare parts for them. Compared to the end of the 
1980’s, when 120 trolley buses served the different 
routes, we now have 60 to 70 of them. Instead of 90 
buses, we now have 45 to 50. We decided to rely on what 
is available to us here. Machine-building and defense 
enterprises manufacture spare parts and electronic 
equipment. We found a plant in Saransk that will supply 
us with electrical equipment through barter. The more 
regular service on public transportation is, the better the 
mood of the city’s residents and the less work time lost at 
industrial enterprises. 


We have begun to lease bus stops at no charge to 
commercial firms. Let them put up awnings, build 
kiosks, stalls, small architectural structures and sell sand- 
wiches, coffee, and tea, and advertise their products. But 
these have to be kept clean and orderly. After a month or 
two, we take a look—if we see good results, we say, go 
ahead and continue doing business to benefit you and us. 
If not, we kick them out on their ear and will never deal 
with them again. Think of it as the city closing all its 
doors to them. 


There are many flea markets and street bazaars in the 
city today. Permanently furnished markets in Chernivtsi 
account for only 40 percent of what the city needs. We 
tell the managers of commercial firms: Organize all your 
““street-corner” trade and conduct it in a more civilized 
manner. In return, we will not charge you leasing fees. 
Using the same approach of granting local benefits, we 
get industrial enterprises to take on street repairs. 


If you help the city, you will receive a nice piece of land 
on which to build a house, and we will exempt producers 
from some local taxes. If you are not willing to cooperate, 
the city will not help you. 


[Kornyev] But where is a “live” kopek to come from into 
the city budget? 
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[Fedoruk] My position is that the municipality must not sit 
on its riches like a dog in the manger. Basements and all 
nonresidential premises should be privatized to house trade 
and consumer-service enterprises or be leased. But under 
the strict supervision of the city authorities. As far as the 
privatization of trade and consumer services is concerned, 
the lease agreement or the terms of the competition or 
auction must contain a clearly stipulated provision that the 
specialization of the enterprise must be maintained, and it 
must carry the necessary assortment of goods. 


We are now very scrupulous about monitoring the exe- 
cution of the terms of all leases. Because a good many 
“dealers” have appeared on the scene who fill their 
purses while the city and its residents gain nothing to 
speak of. 


[Kornyev] How is privatization in general progressing in 
the city? 


[Fedoruk] To my mind, what we are seeing at many 
enterprises thus far is full-speed ‘‘collectivization.” Yet, 
in itself, changing the form of ownership will not ensure 
effective production. If a furniture combine or hosiery 
association worked efficiently when it was a state-owned 
enterprise, it will continue working in the same manner 
as it had for many years when it becomes a production- 
commercial firm. 


We are currently working to create a municipal bank that 
would give city real estate loans. Why should the resi- 
dents of Chernivtsi entrust their savings to dubious firms 
that promise them huge interest rates? Instead, they will 
come to us, and their money will serve to benefit the city, 
enjoying firm guarantees and secured with municipal 
property, social and cultural facilities, new housing. | 
think that we should auction off communally owned 
objects as quickly as possible. When city residents 
become the owners of the trolley bus depot, the water- 
works and sewerage system, the electric power supply 
enterprise, and the road management administration, 
the demands made on the city “fathers” will be eco- 
nomic, based on property relations, and not only polit- 
ical, expressed in election campaigns. 


{[Kornyev] But everything you describe requires a new 
breed of municipal and economic personnel. 


{[Fedoruk] Certainly. We need new people who have 
proven themselves in the new economic conditions, and 
we need new ideas. Not only the best drafted business 
plans but also people with original ideas attract invest- 
ments. It is therefore our goal to create a city elite. 
Primarily, it will consist of prominent managers, lawyers, 
bankers, businessmen, industrialists, scientists, physicians, 
and teachers, who will become unsalaried advisers to the 
mayor and the municipality. It is they who will be the city 
“fathers,” and they will take on the burden of difficult 
decisions and share the responsibility for making them 
with us. We need to create our own city “lobby” in the 
Supreme Council of Ukraine, in government structures, in 
large scientific institutions, and in effective and dynamic 
firms. Intellect will attract investment. 
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[Kornyev] Chernivtsi is a border city. How are you 
utilizing this circumstance to boost investments? 


[Fedoruk] In one of our suburbs, we have the Kalynivskyy 
Market, which is known throughout many CIS countries 
and far abroad. Here you can meet merchants from Turkey, 
Syria, the United Arab Emirates [OAE], the Balkan coun- 
tries, and our own “chovnyky” [word not known]. At one 
time, this market was viewed as a junk fair, but several years 
ago the city allocated a large plot of land near the bridge 
over the Prut River, fitted out the site, and linked the 
market with the city with commercial buses. Obviously, we 
expect it to provide the city budget with substantially larger 
revenues. We think that trade should be supported rather 
than hindered, that it should be made more civilized rather 
than pushed into the shadow economy. 


With respect to the free economic zone that has been talked 
of so much in our oblast, I think that this requires a decision 
by the government and not independent action on our part. 
But what is there to prevent us from creating elements of a 
future free economic zone, its minicenters—consignment 
warehouses, the necessary infrastructure of roads and trans- 
portation, KPP [expansion not known], effectively working 
joint ventures, and much else? 


[Kornyev] Several years ago, your predecessor told me 
that Western investments would change Bukovyna, 
transform it into a large tourist and vacation center. 


[Fedoruk] The euphoria that uncles from the West would 
come here and start building hotels and restaurants and 
establishing enterprises has passed. Given all the protocols 
of intent and far-reaching promises, by now every apart- 
ment in Chernivtsi should have had gold doorknobs. But 
this has not happened. The lack of legal guarantees and 
much else stands in the way. And so, for the time being, in 
addition to Ukrainian investors, it is more realistic to count 
On joint ventures with businessmen from Russia, Moldova, 
Belarus, Lithuania, and other countries of the former USSR. 
We know one another better. 


It is better to start by looking for investments right here. 
They are lying under our feet. All we need is to know how 
to find them. 


ECONOMIC AFFAIRS 


Decree on Russian Bank Branches in Crimea 


954K0009A Simferopol KRYMSKAYA GAZETA 
in Russian 30 Sep 94 p 1 


[Decree of the Government of Crimea of 8 September 
1994, No. 145 (Simferopol): “On the Procedure for 
Opening and Functioning of Branches of Commercial 
Banks of the Russian Federation on the Territory of the 
Repuolic of Crimea”’] 


[FBIS Translated Text] In compliance with Article 10 of 
the Constitution of the Republic of Crimea, Article 22 of 
the law of Ukraine “On Banks and Banking Activity,” 
and the edict of the president of the Republic of Crimea 
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“On Banks and Banking Activity on the Territory of the 
Republic of Crimea,” the government of the Republic of 
Crimea decrees: 


1. Commercial banks of the Russian Federation with 
General Foreign Exchange Licenses of the Central 
Bank of the Russian Federation shall be permitted to 
_ their branches on the territory of the Republic of 

rimea. 


2. Henceforth until the adoption of new banking legis- 
lation, Temporary Rules for the Opening and Func- 
tioning of Commercial Banks of the Russian Federa- 
tion on the Territory of the Republic of Crimea shall 
be approved. 


[Signed] Deputy Prime Minister of Crimea Ye. Saburov 


Regulations on Russian Bank Operations 


954K0009B Simferopol KRYMSKAYA GAZETA 
in Russian 30 Sep 94 p I 


(“Temporary Rules for the Opening and Functioning of 
Branches of Commercial Banks of the Russian Federa- 
tion on the Territory of the Republic of Crimea”} 


{[FBIS Translated Text] 


1. Commercial banks of the Russian Federation (here- 
inafter “banks” or “bank’’), with a minimum amount 
of authorized capital equivalent to 2 million ECU and 
with a General Foreign Exchange License from the 
Central Bank of the Russian Federation, may open 
branches on the territory of the Republic of Crimea. 
The bank shall have the right to delegate to its branch 
the rights of a legal entity. 


2. The decision to register a branch bank shall be made 
by the Government of Crimea. 


When changes or additions are made to the bank’s 
constituent documents, the branch on the territory of 
the Republic of Crimea shall be reregistered. 


3. For registration of a branch, the following documents 
shall be submitted: 


—an application for registration; 
—copies of the bank’s constituent documents; 


—a notarized copy of the General Foreign Exchange 
License from the Central Bank of the Russian 
Federation; 


—a decision from an authorized bank organ to open a 
branch on the territory of the Republic of Crimea; 


—written permission from the Central Bank of the 
Russian Federation to open the aforementioned 
branch. 
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4. The Republic Bank of Crimea shall consider the docu- 
ments indicated in point 3 of the present Temporary 
Rules and within 15 days submit to the government a 
conclusion about the possibility of registration. 


The Republic Bank of Crimea shall keep a register of 
branches of banks on the territory of the Republic of 
Crimea and supervise their activity. 


5. With an affirmative decision from the government, 
the registration of the bank branch shall be carried 
out by the Ministry of Finance of Crimea within five 
days of the day the decision was made. 


The branch bank shall have the right to conduct 
banking operations effective the day following the day 
of registration. 


6. Branch banks shall pay taxes and fees in compliance 
with legislation in effect on the territory of the 
Republic of Crimea in the location of their legal 
address in Crimea. 


7. Property disputes involving branch banks on the terri- 
tory of the Republic of Crimea shall be considered by 
people’s, arbitration, and appellate courts in compli- 
ance with legislation in effect on the territory of the 
Republic of Crimea. 


8. The registration of a branch bank may be annulled by 
the Government of Crimea with a joint petition from 
the Ministry of Finance of Crimea and the Republic 
Bank of Crimea in the following cases: 


—the discovery of incorrect information on which the 
registration was based; 


—failure to conduct banking operations for more 
than six months after the day of registration of the 
branch bank; 


—performance by the branch bank of operations not 
envisioned by banking legislation of Ukraine and 
Crimea; 


—the discovery of violations by the branch banks of 
the requirements of antimonopoly legislation of 
Ukraine; 


—the declaration of the branch bank to be insolvent 
(bankrupt). 


The annulment of registration must be preceded by 
preliminary measures aimed at eliminating the afore- 
mentioned violations. The annulment of registration 
shall act as a decision to liquidate the branch bank. 


Decree on Financial Support of Enterprises 


954K0009C Simferopol KRYMSKAYA GAZETA 
in Russian 30 Sep 94 p I 


[Decree of the Government of the Republic of Crimea 
No. 147 (Simferopol): “On Certain Measures of Finan- 
cial Support for Industrial Enterprises of Crimea’’] 
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{[FBIS Translated Text] An analysis of the financial 
condition of the enterprises of Crimea shows that the 
majority of them are in a state of crisis, which developed 
not only because of the rupture of economic ties, the 
unbalancing of credit-monetary relations, and the slow 
introduction of economic reforms, but also because of a 
certain loss of controllability, poor financial discipline at 
the enterprises, and frequently the delivery of products 
without adequate guarantees that they will be paid for, 
unsatisfactory work for collecting debts and reducing 
accounts payable, poor study of consumer demand and, 
as a result, overstocking of finished products. 


In order to stabilize the financial condition of industrial 
enterprises, the Government of Crimea 


decrees: 


1. The Ministry of State Industry and the Ministry of the 
Agricultural Industry, in conjunction with the Min- 
istry of Economics and the Ministry of Finance, 
enlisting banks and state tax inspectorates, shall 
within a two-month period compile a list of enter- 
prises in need of immediate reorganization and con- 
sider possible ways of effecting it. 


2. The Ministry of Finance (L.M. Zaytsev) and the State 
Tax Inspectorate for the Republic of Crimea (V.A. 
Kapitonov), when solving problems of rendering 
financial support to state and other enterprises, shall 
be strictly guided by the edict of the president of 
Ukraine of 5 August 1994, “On the Procedure for 
Rendering Financial Support to Enterprises in 1994,” 
keeping in mind that aid backed by budget allocations 
is granted, as a rule, on a reimbursable basis for 
approved projects for the use of the funds or for 
business plans and projects for reorganization of 
these enterprises. 


3. The Ministry of Finance (L.M. Zaytsev), when 
forming the budget for 1995, shall envision the abo- 
lition of 25 percent of the deductions from amortiza- 
tion into the Fund for Stabilization of the Economy 
for converted enterprises, leaving these funds at their 
disposal for purposes of technical retooling and repro- 
filing of productions (in keeping with the appended 
list). 


4. The Ministry of Finance and the State Tax Inspec- 
torate for the Republic of Crimea shall within the 
shortest periods of time make changes to the tempo- 
rary Statute on the Procedure for Deduction and 
Payment of Profit Tax by Enterprises and Organiza- 
tions, abolishing point 15, which pertains to the sale 
of products with long storage periods at prices below 
production cost and also clarifying points 8 and 10 in 
keeping with general principles of foreign exchange 
regulation in Crimea. 


Inspection of enterprises shall be put in order. 
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5. The Ministry of Finance (L.M. Zaytsev) and the State 
Tax Inspectorate for the Republic of Crimea (V.A. Kap- 
itonov) in the fourth quarter of this year shall develop: 


5.1. The procedure and mechanism for collecting 
payments into the budget based on advanced 
deposits determined by calculation based on 
the actually anticipated profit during the 
planned quarter. 


5.2. A statute on tax amnesty for enterprises and 
Organizations in individual cases of late settle- 
ment with the budget. 


6. Leased enterprises shall be permitted, coordinating this 
with the Fund for State Property of Crimea, the Min- 
istry of Economics, and the branch organs for admin- 
istration of state property, to sublease leased property, 
with the exception of entire property complexes. 


7. The Ministry of Economics (A.V. Chernyavskiy), 
the Ministry of State Industry (A.R. Franchuk), and 
the Republic Employment Center (Ye.V. Neklyu- 
dov) shall within two weeks develop and submit for 
government approval the draft statute on the proce- 
dure for financing enterprises and organizations 
from the state Employment Fund, taking into 
account the situation that has actually developed 
with respect to the use of labor resources in Crimea. 


8. The Ministry of Finance (L.M. Zaytsev) in conjunc- 
tion with the Republic Bank (A.F. Burdyugov) shall 
within 10 days prepare and submit for government 
approval a statute on the procedure for settling 
accounts for immediate needs of enterprises outside 
the regular sequence of payments. 


9. The Cabinet of Ministers of Ukraine shall be 
addressed with requests for: 


—including in the state’s foreign debt interest 
changed by the Prominvestbank on credit issued 
in 1994 for implementing national special- 
purpose comprehensive programs conducted in 
connection with the conversion of productions 
and also credit to pay for energy resources and 
government credit from the “fund for stabiliza- 
tion of the economy”; 


—revising downward by 15-20 percent the upper 
(lower) levels of prices of products of chemical 
enterprises of Crimea, particularly caustic and 
calcinated soda titanium dioxide, which are deliv- 
ered to CIS countries. 


10. Oversight of the implementation of the present 
decree shall be the responsibility of the Ministry of 
Economics (A.V. Chernyavskiy), the Ministry of 
State Industry (A.R. Franchuk), and the Ministry of 
Finance (L.M. Zaytsev). 


[Signed] Deputy Prime Minister of the Government of 
Crimea Ye. Saburov 
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Trade Union Leader Complains to Meshkov 


954K0016A Simferopol KRYMSKIYE IZVESTIYA 
in Russian 30 Sep 94 p 1 


[KRYMINFORM report: “Trade Unions’ Position 
Unchanged”’} 


{[FBIS Translated Text] At the regular working meeting 
with the President of Crimea Yu. Meshkov, the chairman 
of the FNPK [Federation of Independent Trade Unions of 
Crimea] council, V. Arbuzov, pointed out that some 
people’s deputies, State Property Fund employees, and the 
mass media continue to hype the atmosphere of confron- 
tation around the “problem” of trade union property. In 
doing this, premature and unfair conclusions are drawn, 
which question trade unions’ legitimate rights. 


In this connection V. Arbuzov reaffirmed the well- 
known position of the FNPK council, which is that trade 
union property belongs to the trade unions and no one 
else, and it is the trade unions’ right to decide on the 
future of it. 


Yu. Meshkov, having acknowledged that the current law 
envisages the trade unions’ right to property, explained 
that his order to conduct an inventory of the property on 
the territory of the republic does not pursue the goal of 
alienating it from the lawful owner. 


In the course of the conversation, V. Arbuzov, on behalf 
of trade unions and labor collectives, expressed concern 
in connection with the confrontation between branches 
of power that has developed in Crimea and its conse- 
quence—a weakening of the manageability of the repub- 
lic’s national economic complex. In the circumstances of 
the approaching fall and winter cold weather, the current 
situation is fraught with most serious consequences. 


Yu. Meshkov said that he is familiar with the FNPK’s 
official statement of 12 September of this year on this issue, 
shares the proposal expressed in it to repeal the decisions 
that have caused the confrontation, and is doing everything 
in his power to stabilize the situation. In his opinion, the 
confrontation between the branches is waning. 


In response to the proposal of the FNPK council 
chairman, the president agreed to meet with heads of 
sectoral trade unions and discuss the economic situation 
in which many labor collectives have found themselves. 


Minister Responds to Trade Union Demands 


954K0016B Simferopol KRYMSKIYE IZVESTIYA 
in Russian 30 Sep 94 p 1 


[KRYMINFORM report: “The Government Replies’’] 


[FBIS Translated Text] On the instructions of the govern- 
ment, the Ministry of Economics of Ukraine has replied to 
the demands of Crimean trade unions enumerated in the 
decree of the Federation of Independent Trade Unions of 
Crimea [FNPK] ‘On the Tactics of FNPK Actions To 
Ensure Social Guarantees fro Workers.” 
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The letter, signed by Deputy Minister V. Rogov, says that on 
8-9 September of this year a government delegation of 
Ukraine signed 14 economic cooperation agreements with 
the Russian Federation in Moscow, aimed at establishing 
closer economic ties. Among them are the “Agreement on 
Trade and Economic Cooperation for 1995;” “On Basic 
Principles of Creating Financial-Production Groups;” the 
“Agreement on Implementation of the Free Trade Regime;” 
and others. 


Groups of Ukrainian and Russian Federation experts are 
completing preparatory work on the agreement “On 
Friendship, Cooperation, and Partnership Between 
Ukraine and Russian Federation,” to be signed by the 
presidents of both states. Directions of economic coop- 
eration with Kazakhstan, Belarus, Moldova, and other 
countries are being worked out. 


The reply describes the plans for resolving employment 
problems. In January-July 1994 the number of nonworking 
persons in Crimea was 17,448; as of 1 September, 1,498 
persons were considered officially unemployed. At the same 
time, the average monthly demand for workers was about 
4,400. There is a plan to create more than 2,000 jobs before 
the end of the year with the state employment fund’s money. 
The employment program for 1995 is in the works. 


As to revising the rates in the direction of lowering them 
for social sphere facilities on enterprises’ books, this 
issue currently cannot be resolved on a national scale 
because of the shortage of means. Local state organs by 
law have the right of such revision. 


The letter says that, keeping in mind the acute problem 
of individual housing construction, the Ministry of 
Finance currently is working on finding the money in the 
adjusted budget and amending Article 14 of the corre- 
sponding law. It is envisaged appropriating from the 
local budgets about 11! billion karbovantsy for Sevas- 
topol and more than 29 billion karbovantsy for the 
Republic of Crimea to provide preferential loans to 
members of housing construction cooperatives in 1994. 


The question of indexing the appropriated amounts is 
under consideration. 


Cholera Spreads to Sevastopol 


954K0016C Simferopol KRYMSKAYA PRAVDA 
in Russian 30 Sep 94 p 1 


[Report by KRYMSKAYA PRAVDA correspondent B. 
Glinskiy: ““Now in Sevastopol, Too”’] 


[FBIS Translated Text] In the early morning hours of 26 
September a cook of the Naval Institute of Ukraine was 
hospitalized on suspicion of cholera. Observation and 
analyses confirmed the suspicion. The day before that 
the patient had purchased smoked fish from a private 
trader at a farmers market. 


The arrival of the horrible guest was not unexpected. 
Epidemics of diphtheria, hepatitis, and other infectious 
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diseases, with lethal outcome for several persons, have 
been ravaging the city for several months. 


Present at the meeting of the Emergency Antiepidemics 
Commission [ChPK], I heard numerous examples of 
outrageously antisanitary conditions in residential areas 
and blocks. Quite frequently they persist because the 
heads of municipal services, the water channel, the city 
disease control station, the internal affairs administra- 
tion, and health care administrations are negligent of 
their duties. They ignore and do not carry out city 
authorities’ decisions. For instance, in Inkerman a sewer 
belonging to the Imeni S. Ordzhonikidze plant burst 
quite a while ago. Despite the city council’s numerous 
demands, the plant management is not reacting. 


The ChPK instructed heads of plants, enterprises, and 
agencies to deal immediately with identified shortcomings. 


Retail Prices Rise, Black Market Falls 
954K0054A Donetsk DONBASS in Russian 7 Oct 94 p I 


[Article by Lyudmila Makarenko: “Even the ‘Black 
Market’ Lives by Consumer Demand”] 


[FBIS Translated Text] If you go by the dictionary, then the 
“black” market is an unofficial, secret market in capitalist 
countries. I do not know with what country’s socioeconomic 
system Ukraine can be compared today, but I will not agree 
at all that our “black” market is unofficial and secret. 
Indeed, is it really that “black”? After all, it trades openly, 
everywhere that you can stick a hawker’s tray or a booth, 
and no one is ever oppressed for this, and when it is 
possible, even a trade tax is collected. 


The market, in fact, has been legalized. And its development 
is easily explained: The state is not satisfying the consumer 
demand of the public, and it does not hinder anyone who 
has decided to make resale a source of funds for a living. As 
well as a source of getting rich, if it comes to that. It is not 
an accident, as statistical observations conducted by the 
oblast statistical administration indicate, that under condi- 
tions of a continuous rise in prices in all spheres of the 
consumer market, the boundaries of the “black” market 
have eroded somewhat; however, its positions remain rather 
firm, in spite of unique price arrangements. 


Look at what happens. In the second quarter of 1994, in 
comparison with the same period last year, retail prices 
for consumer goods increased by a factor of 34, including 
for food products—by a factor of 29, for industrial 
commodities—by a factor of 42. At the same time, prices 
on the “black’’ market increased more slowly—by a 
factor of 24, 25, and 24, respectively. But this is on the 
whole. But when you turn to prices on the “black” 
market for individual commodities, then here the pic- 
ture looks far more depressing. 


Thus, macaroni items increased in price for the indi- 
cated period by a factor of 80, beer—by a factor of 76, 
imported candy—by a factor of 32, baby food—by a 
factor of 21. Prices for industrial commodities increased 
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even more, especially for men’s clothing. For example, a 
mink cap increased in price by a factor of 41, a jacket of 
water-repellent fabric—by a factor of 36, socks from 
stretch material—by a factor of 33. Women’s and chil- 
dren’s clothes have gotten very expensive. And prices for 
everyday household items continued to increase. 


But there is also another trend, resulting from the low 
purchasing power of the public and the predominance of 
certain commodities in state trade: “Black” market 
prices with respect to retail prices have started to go 
down. For example, tea is cheaper here, and instant 
coffee, vodka, and a mink cap. But there have also been 
increases in prices: In the second quarter of 1994, the 
prices for cigarettes with a filter increased by 40 percent, 
fruit juices and children’s jeans—by 35 percent, cocoa— 
by 28 percent, and children’s pullovers—by 22 percent. 
At the same time, prices for baby food, canned meat, and 
champagne have fallen. 


We will not build illusions: The decrease in the cost of 
some commodities on the “black” market is not quite 
explained by the philanthropic aspirations of the sellers, 
just as the prices increasing there for a majority of food 
products and industrial commodities are not a conse- 
quence of a natural price inflation. Prices are dictated by 
an excess or a shortage of commodities and the pur- 
chasing power of the public. That is why there is a 
market. No matter what kind it is, even the “blackest” 
that there can be. 


Edict on Winter Assistance to Unemployed 


954K0030A Donetsk VECHERNIY DONETSK 
in Russian 5 Oct 94 p 1 


[Text of the edict of the president of Ukraine “On 
Targeted Assistance to Low-Income Citizens During the 
Fall-Winter Period of 1994-1995”] 


[FBIS Translated Text] In carrying out the joint initiative of 
the Supreme Council of Ukraine and the Cabinet of Minis- 
ters of Ukraine in the matter of assistance to low-income, 
unable-to-work, and single citizens, I decree: 


1. A one-time monetary allowance shall be provided to 
low-income, unable-to-work, and single citizens, 
whose average monthly income does not exceed 
404,000 karbovantsy. 


Said allowance shall be paid upon a decision of 
commissions formed by executive committees of 
rayon and city councils of people’s deputies headed by 
a deputy chairman of the respective council. 


The amount of the one-time allowance shall be up to 
1 million karbovantsy, to be used for purchases of 
fuel, potatoes, vegetables, and winter clothing for the 
fall-winter period of 1994-1995. 


2. The Government of the Autonomous Republic of 
Crimea and the executive committee of local councils 
of people’s deputies shall finance the additional 
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expenditures caused by the issuance of the aforemen- 
tioned one-time allowance with funds from the 
Ukraine’s Pension Fund. 


Local councils of people’s deputies are advised to 
allocate the money for these purposes from non- 
budget funds. 


3. The Ukraine Cabinet of Minister shall, within the 
period of 10 days: 


approve the statute on the procedures of providing 
one-time assistance to low-income, unable-to-work, 
and single citizens during the fall-winter period of 
1994-1995: 


set the maximum amounts that the Government of 
the Autonomous Republic of Crimea and executive 
committees of Kiev and Sevastopol city councils of 
people’s deputies may take out for this purpose of the 
Ukraine’s Pension Fund and nonbudget funds of the 
local councils of people’s deputies. 


4. This edict becomes effective on the day it is signed. 


[Signed] President of Ukraine L. Kuchma 
Kiev,] October 1994 


State Administration of Mining Supported 
954K0030B Donetsk DONBASS in Russian 5 Oct 94 p 1 


[Report by PAN correspondent Saveliy Rusak under the “A 
Topical Subject” rubric: “Will We Freeze This Winter?”’] 


{[FBIS Translated Text] Winter is approaching. Nobody 
knows for certain what kind of winter it will be. But we do 
know that our well-being and the well-being of the economy 
as a whole depends to a large extent on the situation in the 
fuel and power generation complex. First and foremost in the 
coal-producing industry, if we keep in mind the tremendous 
problems in our relations with nuclear power generation, as 
well as the limited supply of natural gas and oil. 


The heating season, as they say, is around the corner. The 
thermal power stations do not have reserves of coal, how- 
ever. Several blast furnaces have been idled because of 
chronic shortages of coke. Coking batteries have not been 
receiving their full normal input of raw material for a long 
time. Neither is there enough fuel for municipal and house- 
hold needs. To purchase a truckload of hard coal from 
commercial traders, one needs to part with 14 million 
karbovantsy. And what about the miners? Their life is not 
sweet either. At most mines wages are not paid on time. 
There are a lot of other problems as well. 


In the opinion of former minister of coal industry, 
Candidate of Technical Sciences Semen Saratykyants, 
the situation can be improved. Three things are needed 
for the sector to begin operating normally. Namely: 
discipline, proper financing, and proper material and 
technical supply. 


In the overwhelming majority of coal-producing countries, 
since time immemorial miners had either a mining law or a 
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mining charter. In our country a lot of individuals and 
Organizations resisted adoption of such documents, which 
could have become a true foundation of discipline. Neither 
did the government and the parliament show proper resolve; 
therefore, it is not surprising that the level of labor disci- 
pline at mines and strip mines is very low. 


In all countries of the world, except the United States and 
Australia, the state subsidizes the coal industry. We do it 
too. But the ruined financial system of Ukraine resulted in 
debilitating price jumps, lengthy debates on the procedure 
of allocation and total amount of subsidies, the impossi- 
bility of paying on time the amounts owed for state orders, 
and next-to-nonexistent material and technical supply. 
Therefore, the economic levers, which the state could use to 
regulate the sector’s operations, do not work. 


Here is just one example. In order to purchase the KD-80 
mining complex, the miners have to come up with 27 
billion karbovantsy. Enterprises do not have this kind of 
money. Machine-building plants know that too, and 
therefore they almost stopped producing this progressive 
equipment. As a result, the mines keep utilizing “to the 
last bolt” the machinery and equipment they have. 


You reap what you sow. While a relatively short time ago 
the million-strong army of miners produced annually 
more than 200 million tonnes of coal, this year we will be 
lucky to have 100 million tonnes produced. 


Some mine managers and production association directors 
demand economic independence for their entities, promising 
to show exemplary profitable operation. So far, 12 of 252 
enterprises took on a free-market voyage. They have not 
achieved success. Because, as specialists tell us, none of the 
collectives is capable of providing for its future alone. “With- 
out help from the state, these enterprises are doomed to eat 
up the remainder of what had been cooked in the past, and 
struggle for their survival as long as the initiators of separa- 
tion have enough strength and energy.” This quote comes 
from a memorandum issued by coal industry specialists who 
have analyzed the work of “separatists.” 


There is a way out of the dead end in which the sector has 
found itself, however. In the opinion of the aforementioned 
specialists, the state structure of administration of the coal 
industry should be immediately restored. A full-fledged 
sectoral ministry should be created in Donbass, and it 
should be given the necessary money and material and 
technical resources. And only then should the state, after 
having done everything it could, make demands on the 
miners. 


Donetsk Trade Union Backs Controlled Reform 
954K0030C Donetsk DONBASS in Russian 5 Oct 94 p 1 


[Text of the untitled statement of the council of 
chairmen of Donetsk mines trade union committees] 


[FBIS Translated Text} Our union, with a membership 
of more than | million mining industry workers, sup- 
ports the reforms in the national economy. They are 
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necessary. This is obvious. But our union members 
demand of us control over these reforms. Implementa- 
tion of some or other measures should have an equal 
impact on all population strata. So far in practice we see 
the opposite. The people cannot tolerate it for long if a 
new law or decree dramatically enriches some and 
impoverishes others. 


We are for constructive cooperation with all branches of 
authority, but we demand first a concrete program, the 
mechanism of its implementation, and information on 
the expected results. Only when they have specific 
knowledge of how long (even though it is not for the first 
time) the majority of population, especially state sector 
workers, have to shore up their patience, who is respon- 
sible for the results of another set of measures, and what 
these measures will bring, will the people, in our opinion, 
accept it. Otherwise, it is no to yet another set of 
experiments on the Donetsk Oblast population. 


A miner already is unable to feed himself and his family, 
financially support his parents. Liberalization of prices, or 
rather, their increases with respect to the most basic neces- 
sities, will deal a blow to all sectors where wages are 
considerably lower. Yes, we understand that costs of pro- 
ducing foodstuffs is incommensurate with the price the 
government pays to producers. But are the costs commen- 
surate with the price the state pays to miners for a tonne of 
coal they produce? The coal extracted from a kilometer deep 
at temperatures and pollution that considerably exceed 
maximum allowance norms, soaked with sweat and blood of 
people, also does not cover the costs of merely sustaining 
and restoring the health of people working in the under- 
ground depths. And this is the same in practically all basic 
sectors of the national economy concentrated on the terri- 
tory of Donetsk Oblast. 


Therefore, we advocate a comprehensive approach to the 
determination of the product cost, determining a true 
weight of workers’ wages in this cost, and a personalized 
approach to each citizen’s income and its regulation 
through “sensible” taxes. 


Yes, we are for a market economy, the main goal of 
which should be raising people’s wealth, rather than 
enriching a small circle of persons. And we proclaim that 
we support close cooperation with all branches of 
authority in finding a solution that will lead us out of the 
economic crisis. We are willing to consider the oblast 
administration program (if such exists), seriously eval- 
uate it, and if the program is realistic, support it. It 
cannot be otherwise. Without a concrete program and 
reinforcing measures, this looks like another robbery 
perpetrated on the impoverished population. 


The trade union of the coal industry workers emphasizes 
that it has nothing to do with the introduction of 
measures facilitating another robbery, and has not given 
consent for it to anyone. 


[Signed] On behalf of the council of chairmen of Donetsk 
mines trade union committees, deputy chairman of the 
Republic Council of Trade Unions V. DERZHAK. 
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State of Sugar Industry Examined 


944K2425A Kiev UKRAYINA MOLODA in Ukrainian 
23 Sep 94 p 4 


[Interview with Borys Zhmaka, chairman of the Vinny- 
tsyatsukor Association and academician of the Ukrai- 
nian Academy of Ecological Sciences, by Ivan 
Kovtonyuk in Vinnytsya; date not given: “Will This 
Year’s Sugar Be Sweet?’’] 


[FBIS Translated Text] The season for sugar refining has 
begun. How will this year’s Ukrainian sugar taste? Will 
there be enough of it? In what condition is this strategi- 
cally important sector of Ukraine's economy? Our corre- 
spondent tried to obtain answers to these and other 
questions from the head of Ukraine’s largest producer of 
“white gold”—Borys Zhmaka, head of the Vinnytsyat- 
sukor Association and academician of the Ukrainian 
Academy of Ecological Sciences. 


[Kovtonyuk] Borys Omelyanovych, what is the forecast 
for the new season? 


{[Zhmaka] It is extremely difficult to predict how much 
sugar the new harvest will produce. This will depend not 
only on the sugar refiners, but also on the raw material, on 
how well the beet growers are provided with equipment, on 
those providing transport, and, ultimately, on weather 
conditions. The harvesting of the beets has only begun, and 
it is difficult to say how the autumn will turn out. 


Still, despite all the difficulties that we have been expe- 
riencing, especially throughout the last year, the sugar 
industry in Vinnytsya Oblast is well prepared to refine all 
the beets that are harvested. 


Under the contract, the oblast is to sell 3.5 million metric 
tons of sugar beets. We are to refine, including from 
customer-supplied raw materials, 399,000 metric tons of 
sugar. This amount is somewhat larger than last year. 
But it is difficult to say what the actual output will be. I 
will refrain from making predictions. 


{[Kovtonyuk] The sugar industry in Vinnytsya Oblast is 
more than a century old. How much has it changed in a 
hundred years, and how does it compare with that in 
other countries? 


[Zhmaka] Only two of our plants are new. The Horodok 
plant was put in operation in 1986, and the Kyrnasivka 
plant in 1966. The Bar Sugar Refinery began operating at 
the beginning of the century. All the rest date back to the 
last century. 


But today’s enterprises are quite different from those of 
a hundred years go. Yes, they are located on the same 
sites. But the only thing left from the past are a few 
structures or just individual walls. 


Our enterprises meet modern technological standards. 
Although the technology itself has not changed substan- 
tially in the last hundred years and does not differ in any 
way from the technology used in Russia, France, Germany, 
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and the United States. Man has simply not invented 
another method of producing sugar. 


Equipment is another matter. I would say that the condi- 
tion of our equipment reflects the general state of the 
country’s economy and the level of our machine-building 
industry. In terms of our sugar refining equipment, we lag 
behind—moreover, far behind—Western Europe. 


I made a thorough study of the performance of sugar 
refineries in Germany, Austria, and Belgium. Unfortu- 
nately, we do not have the kind of equipment they have. 
Nor do we have the money for it. The average cost of a 
modern sugar refinery is $400 million. That is why | took 
advantage of every opportunity to tell the president and 
Prime Minister Masol that we need to set up the produc- 
tion of our own complete-unit sugar refining plants. 
Masol agreed with my proposal to create a national 
program for the revival and development of Ukraine’s 
sugar-beet complex. The program must encompass the 
entire spectrum of issues, including research, seed pro- 
duction, beet cultivation, and the mechanisms of coop- 
eration and settling accounts. 


We have a huge military-industrial complex, and there 
has long been talk about conversion in this complex. 
What we need to do is put 10 to 15 percent of this 
potential to work producing complete-unit sugar refining 
plants. After all, the Mykolayiv shipbuilders are able to 
build the best ships in the world. They do some work for 
us, but this amounts to very little. 


And what about packaging materials? World practice 
demonstrated long ago that this is no mere detail. At 
least, nowhere else in the world is sugar packed in sacks. 
In Great Britain, for example, one packaging materials 
factory supplies the country’s entire sugar industry. 
Obviously, Ukraine needs two such plants. Despite the 
fact that they cost 40 million pounds sterling each. 
Sooner or later, we will arrive at this point too. But the 
sooner, the better. Because of its marketable appearance, 
our production will become competitive on the external 
market. And then this branch will not only be called 
strategic, but will actually be strategic. 


{[Kovtonyuk] Borys Omelyanovych, how does the pro- 
duction cost and quality of our sugar compare with 
foreign sugar? 


[Zhmaka] Until now, the production cost of our sugar 
was equal to or even a little lower than in the West. This 
season’s sugar will cost a little more than last year’s. But 
there is no need to raise an uproar over the fact that its 
price is higher than the world price. The same situation 
exists in every developed country. The price of sugar on 
the exchange is about $300 per metric ton, while on the 
domestic market in Germany, for example, it costs $800 
per metric ton. This is done in order to stimulate beet 
growers and sugar refiners. 


In terms of quality, our sugar is no worse than that 
produced in other countries. 
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[Kovtonyuk] For a number of years, the oblast’s sugar 
refineries made sugar from Cuban sugar cane. What 
about now? 


[Zhmaka] Yes, we did produce sugar from sugar cane, 
but in much smaller quantities than from beets. The 
most sugar we ever produced from sugar cane was 
182,000 metric tons per season. Whereas we processed 
up to a million metric tons from sugar beets. 


The underlying considerations were not so much eco- 
nomic as political. Cuba paid for shipments from the 
Soviet Union with sugar cane semimanufactures. Today 
the situation is different. It has become unprofitable for 
Cuba to supply us with semimanufacture. Consequently, 
the prospects for refining this raw material are problem- 
atic. Even though for us this was a profitable venture. 


{[Kovtonyuk] It is said that Vinnytsya Oblast is oversat- 
urated with sugar beet crops. Is this true? 


[Zhmaka] Yes. Ukraine has the highest percentage of 
tillage in Europe, and this indicator for Vinnytsya Oblast 
is even higher than the Ukrainian average. Previously, 
we used to sow 240,000 hectares of this crop every year. 
At one time there was even a directive from Petro Shelest 
to increase the sown area to “a quarter of a million.” 
This was the goal they worked to meet. But the scientif- 
ically justified size of the sugar-beet crop per sowing 
season is 170,000 hectares. We do not need more, but 
there is also no need to reduce the area under sugar beets. 
This area is just large enough to produce a million metric 
tons of sugar per year. 


At the same time, effective work is needed to develop 
beet cultivation. But today’s beet growers are in the same 
difficult situation as the sugar refiners. 


[Kovtonyuk] Has the production of sugar always been 
profitable? 


[Zhmaka] Yes. Whereas now the oblast’s sugar refineries 
owe close to two trillion karbovantsi. We are not to 
blame for this. These debts are the result of the mistaken 
price and credit policies of the previous Cabinet of 
Ministers. And so, if you forgive the pun, even in the 
““sweet branch” the situation is not very sugary. 


[Kovtonyuk] Meanwhile, agricultural enterprises and 
farmers sometimes hesitate whether to sow sugar beets 
or not. This crop is very labor-intensive... 


[Zhmaka] My unequivocal answer is that they should 
sow this crop. I expect that the agricultural producer will 
remain sufficiently interested not to hesitate. The same 
situation exists in the whole world. And throughout the 
world the sugar beet is a profitable crop. 


Meanwhile, we keep “pushing” the producer to execute 
the contract. Is it possible that we still do not realize that 
compulsion no longer works. Pressure produces the 
opposite effect. We should have replaced force with 
economic incentives a long time ago. This is a matter of 
strategy. 
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[Kovtonyuk] Still, the agricultural producer has often 
suffered most from late payments for production that he 
sold. In your view, what will happen this time? 


[Zhmaka] I cannot answer for the state. This will depend 
on the general economic situation in the country and the 
highest echelons of government. 


Although I know Prime Minister Vitaliy Masol’s position on 
this. Before the season began he met with the sugar producers 
and said the following: We will settle the account for grain 
and then for beets, and we will not allow the same thing to 
happen as last year. They are doing what they said they would 
do. We have already been issued credits—190 billion karbo- 
vantsi to ai’ow us to pay the beet growers, those who provide 
transport, and other collectives. In other words, no matter 
how difficult things may be, the prime minister’s promise is 
being carried out. And this gives us hope. 


Mineral Resources Code 


Text of Code 


944K2294A Kiev HOLOS UKRAYINY in Ukrainian 
31 Aug 94 pp 4-7 


[Text of code under the rubric “Laws of the Independent 
State”: “Mineral Resources Code”’] 


[FBIS Translated Text] 
Part 1 


General Provisions 


Section 1 - Basic Provisions 
Article 1. The concept of mineral resources 


Mineral resources are that portion of the Earth’s crust 
that is located under the surface of the ground and the 
bottom of bodies of water, and extends to depths that are 
accessible to geological study and assimilation. 


Article 2. The task of the Mineral Resources Code of 
Ukraine 


The task of the Mineral Resources Code of Ukraine is 
the regulation of mining relations, for the purpose of 
ensuring the efficient and comprehensive utilization of 
mineral resources to satisfy the requirements for mineral 
raw materials and other needs of social production, the 
protection of mineral resources, the guarantee of the 
safety of people, property and the environment, as well 
as the protection of the rights and lawful interests of 
enterprises, institutions, organizations and citizens in 
the use of mineral resources. 


Article 3. Legislation on mineral resources 


Mining relations in Ukraine are governed by the Consti- 
tution of Ukraine, the Law of Ukraine “The Protection 
of the Natural Environment,” this Code and other acts of 
legislation of Ukraine that are issued in accordance with 
them. 
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Land, timber and water relations are governed by the 
corresponding legislation of Ukraine. 


Article 4. Ownership of mineral resources 


The mineral resources are the exclusive property of the 
people of Ukraine, and are granted only for use. Agreements 
or other acts that violate, in direct or indirect form, the right 
of ownership of the people of Ukraine of mineral resources 
are not valid. The people of Ukraine exercise their owner- 
ship of mineral resources through the Supreme Soviet of 
Ukraine, the Supreme Soviet of the Republic of Crimea and 
the local Soviets of People’s Deputies. 


Certain authorities pertaining to the disposition of min- 
eral resources may be granted to the appropriate bodies 
of state executive authority by the legislation of Ukraine. 


Article 5. The State Mineral Resources Fund and the 
State Fund of Mineral Fields 


The State Mineral Resources Fund includes both sec- 
tions of mineral resources that are being utilized and 
sections of mineral resources that have not been put into 
utilization, including the continental shelf and the exclu- 
sive (maritime) economic zone. 


A field of mineral resources is a conglomeration of 
mineral substances in subsurface mineral resources, on 
the surface of the earth, at the sources of waters and gases 
or at the bottom of bodies of water that are suitable in 
quantity, quality and conditions of occurrence for com- 
mercial utilization. 


Man-made mineral fields are a place where by-products 
of the extraction, enrichment and processing of mineral 
raw materials have been accumulated, the reserves of 
which have been evaluated ana have commercial poten- 
tial. Such fields may also arise as the result of losses in 
the storage, transport and utilization of the by-products 
of the processing of mineral raw materials. 


All fields of minerals, including man-made ones, with 
reserves that have been evaluated as commerciz], consti- 
tute the state fund of mineral fields, and all thos: mineral 
fields that have been tentatively evaluatec are the 
reserve of that fund. 


The state fund of mineral fields is part of the state 
mineral resources fund. 


The state fund of mineral fields is formulated by the 
State Committee of Ukraine for Geology and the Utili- 
zation of Mineral Resources. 


The state mineral resources fund is formulated by the State 
Committee of Ukraine for Geology and the Utilization of 
Mineral Resources together with the State Committee of 
Ukraine for Oversight and Labor Protection. 


Article 6. Types of minerals 


Minerals are divided by their significance into minerals 
of nationwide and local significance. The designation of 
minerals as having nationwide and local significance is 
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performed by the Cabinet of Ministers of Ukraine, on 
the recommendation of the State Committee of Ukraine 
for Geology and the Utilization of Mineral Resources. 


Articie 7. The jurisdiction of the Supreme Soviet of 
Ukraine in the sphere of regulation of mining relations 


Subject to the jurisdiction of the Supreme Soviet of 
Ukraine in the sphere of regulating mining relations are: 


1) the legislative regulation of mining relations; 


2) the definition of the basic guidelines of state policy in 
the realm of the geological study, utilization and 
protection of mineral resources; 


3) the designation of the authorities of the state execu- 
tive bodies and the local Soviets of People’s Deputies 
pertaining to the utilization and protection of mineral 
resources; 


4) the resolution of other issues in the sphere of regu- 
lating mining relations. 


Article 8. The jurisdiction of the Cabinet of Ministers of 
Ukraine in the realm of the geological study, utilization 
and protection of mineral resources extends to: 


1) realization of state policy in the sphere of regulating 
mining relations; 


2) state monitoring of the geological study, utilization 
and protection of mineral resources, as well as the 
creation and utilization of man-made fields and the 
processing of mineral raw materials; 


3) definition of the procedure for the activity of state 
executive bodies in the realm of the utilization and 
protection of mineral resources and the coordination 
of their activity; 


4) support for the development of nationwide and 
regional programs in the realm of the geological 
study, utilization and protection of mineral 
resources; 


5) determination of the rates of utilization, further 
expansion and qualitative improvement of the raw 
minerals base; 


6) definition of the procedure for the utilization of 
mineral resources and their protection, and the devel- 
opment and approval of the corresponding standards, 
norms and regulations; 


7) establishment of the standard fees for the use of 
mineral resources and the procedure for charging 
them; 


8) creation of a uniform system for the State Geological 
Information Fund, and the definition of the proce- 
dure for the handling of geological information; 


9) the organization of state expert analysis and evaluation 
of mineral reserves; 
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10) the resolution of issues of the utilization of subsur- 
face mineral resources for the storage and burial of 
the by-products of production and other harmful 
substances; 


11) the resolution of other issues in the realm of the 
management and monitoring of the utilization and 
protection of mineral resources. 


Article 9. The jurisdiction of the Supreme Soviet of the 
Republic of Crimea and the oblast and Kiev and Sevas- 
topol city Soviets of People’s Deputies in the realm of 
the regulation of mining relations 


The authority of the Supreme Soviet of the Republic of 
Crimea and the oblast and Kiev and Sevastopol city 
Soviets of People’s Deputies on their territories, under the 
procedure stipulate by this Code and other legislation, 
extends to: 


1) the granting of mineral resources for use for the 
development of mineral fields of local significance; 


2) the coordination of concerns in the granting of min- 
eral resources for use with the aim of geological study, 
the development of mineral fields of nationwide 
significance, as well as for aims connected with the 
extraction of minerals; 


3) the distribution among the corresponding local bud- 
gets of the fees for the utilization of mineral resources 
as stipulated by this Code; 


4) the development, approval and realization of local 
programs for the development of the raw minerals 
base, and the efficient utilization and protection of 
mineral resources; 


5) the designation of geological sites that have scientific 
or cultural value, and sites of the natural-preserve 
fund of local significance; 


6) the curtailment of the right to utilize a section of 
mineral resources in the cases and under the proce- 
dure stipulated by this Code; 


7) the monitoring of the utilization and protection of 
mineral resources; 


8) the resolution of other issues in the sphere of regu- 
lating mining relations within the limits of their 
jurisdiction. 

Article 10. The jurisdiction of rural, town, city and rayon 

Soviets of People’s Deputies in the sphere of regulating 

mining relations 


The jurisdiction of rural, town, city and rayon Soviets of 
People’s Deputies in the sphere of regulating mining 
relations on their territory, under the procedure stipu- 
lated by this Code and other legislation, extends to: 


1) coordination of concerns in the granting of mineral 
resources for use with the aim of geological study, and 
the development of fields of minerals of local 
significance; 
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2) the realization of local programs for the development 
of the raw minerals base and the efficient utilization 
and protection of mineral resources; 


3) restriction of the activity of enterprises, institutions, 
Organizations and citizens, in the cases and under the 
procedure envisaged by this Code; 


4) the monitoring of the utilization and protection of 
mineral resources; 


5) the resolution of other issues of mining relations 
within the limits of their jurisdiction. 


Article 11. The bodies exercising state management in 
the realm of the geological study, utilization and protec- 
tion of mineral resources 


State management in the realm of the geological study, 
utilization and protection of mineral resources is exer- 
cised by the Cabinet of Ministers of Ukraine, the Min- 
istry of Environmental Protection of Ukraine, the State 
Committee of Ukraine for Geology and the Utilization 
of Mineral Resources, the State Committee for Oversight 
and Labor Protection, the Council of Ministers of the 
Republic of Crimea, other state bodies, the local Soviets 
of People’s Deputies and executive bodies in the local 
areas accordingly, in accordance with the legislation of 
Ukraine. 


Article 12. Participation of citizens and their associa- 
tions in measures pertaining to the efficient utilization 
and protection of mineral resources 


Citizens and their associations assist the local Soviets of 
People’s Deputies and specially authorized bodies of 
state executive authority in accomplishing measures 
pertaining to the efficient utilization and protection of 
mineral resources. 


Section 2 - Granting Mineral Resources for Use 
Article 13. The users of mineral resources 


Enterprises, institutions, organizations and citizens of 
Ukraine, as well as foreign legal persons and citizens, 
may be the users of mineral resources. 


Article 14. Types of utilization of mineral resources 
Mineral resources are granted for use for: 


—geological study, including the experimental commer- 
cial development of mineral fields of nationwide sig- 
nificance; 


—the extraction of mineral resources: 


—the construction and operation of underground struc- 
tures not associated with the extraction of minerals, 
including structures for the underground storage of 
oil, gas and other substances and materials, the burial 
of harmful substances and production by-products, 
and the discharge of waste water; 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 














FBIS-USR-94-111 
13 October 1994 


—the creation of geological territories and sites that have 
important scientific, cultural and health-safety signifi- 
cance (scientific ranges, geological preserves and 
reserves, natural artifacts, treatment and health facilities 
etc.); 


—the satisfaction of other requirements. 
Article 15. Time frames for the use of mineral resources 


Mineral resources are granted for permanent or temporary 
use. 


The use of mineral resources without a time frame 
stipulated in advance is deemed to be permanent. 


The temporary use of mineral resources may be short- 
term (up to five years) and long-term (up to twenty 
years). The time frames for the temporary use of mineral 
resources may be extended where necessary. 


The time period for the use of mineral resources begins 
to run from the day the special authorization (license) for 
the use of mineral resources is obtained, if it does not 
stipulate otherwise. 


Article 16. Licensing activity pertaining to the use of 
mineral resources 


Licensing activity pertaining to the use of mineral 
resources is the uniform procedure for the granting of 
special authorizations (licenses) for the use of some section 
of mineral resources for a corresponding purpose. 


The special authorizations (licenses) for the use of min- 
eral resources are granted within the limits of specific 
sections to specialized enterprises, institutions and orga- 
nizations, as well as citizens, who have the corre- 
sponding qualifications and material, technical and eco- 
nomic capabilities for the use of the mineral resources. 


The special authorizations (licenses) for the use of min- 
eral resources are granted after the prior coordination 
with the corresponding Soviet of People’s Deputies of 
the question of the granting of sections of land for the 
indicated requirements, except for cases where there are 
no requirements for the granting of a section of land. 


The responsibility for the fulfillment of the conditions 
stipulated by the special authorizations (licenses), in a 
case of the performance of certain types of work associ- 
ated with the use of mineral resources by individuals 
who are not designated in the special authorization 
(license), is borne by the party that received the special 
authorization (license). 


Certain restrictions envisaged by the legislation of 
Ukraine may be established with regard to particular 
types of use of mineral resources or particular users of 
mineral resources. 


The special authorizations (licenses) for the use of min- 
eral resources are granted by the State Committee of 
Ukraine for Geology and the Utilization of Mineral 
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Resources in coordination with the Ministry of Environ- 
mental Protection of Ukraine, as a rule on a competitive 
basis under a procedure stipulated by the Cabinet of 
Ministers of Ukraine. 


Article 17. A mining concession 


A mining concession is a portion of mineral resources 
granted to users for the commercial development of 
mineral fields and for purposes not associated with the 
extraction of minerals. The use of mineral resources 
outside the bounds of a mining concession is prohibited. 


Mining concessions for the development of mineral 
fields of nationwide significance, the construction and 
operation of underground structures and for other pur- 
poses not associated with the extraction of minerals, are 
granted by the State Committee for Oversight and Labor 
Protection, aside from the cases stipulated by this Code. 


Mining concessions for the development of mineral 
fields of local significance are granted by the Supreme 
Soviet of the Republic of Crimea and the oblast and Kiev 
and Sevastopol city Soviets of People’s Deputies, and are 
subject to registration at state mining oversight bodies. 


Questions of the correctness of the division of mineral 
fields into individual mining concessions are resolved 
when granting the mining concessions, in order to pre- 
vent leaving less valuable areas of the fields not suitable 
for independent development outside the mining conces- 
sions, and for the upholding of safety requirements 
during the performance of mining and blasting opera- 
tions when developing mineral fields and in the utiliza- 
tion of mineral resources for other purposes not associ- 
ated with the extraction of minerals, and the prevention 
of unsafe conditions for people, property and the natural 
environment. 


The procedure for the granting of mining concessions is 
established by the Cabinet of Ministers of Ukraine. 


Article 18. The granting of plots of land for needs 
associated with the use of mineral resources 


Plots of land for needs associated with the use of mineral 
resources are granted under the procedure established by 
the land legislation of Ukraine. 


Plots of land for the use of mineral resources, aside from 
the cases envisaged by Article 3 of this Code, are granted 
to users of mineral resources after they have obtained the 
special authorizations (licenses) for the use of mineral 
resources Or mining concessions. 


The Local Soviets of People’s Deputies simultaneously 
grant the mineral resources for use when granting a plot 
of land for the development of mineral fields of local 
significance. 


Article 19. The granting of mineral resources for use 


Mineral resources are granted for use to enterprises, 
institutions, organizations and citizens only in the pres- 
ence of the special authorization (license) for the use of a 
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section of mineral resources. The right to use mineral 
resources is certified by an act of granting a mining 
concession. 


Mineral resources are used without the granting of a 
mining concession or special authorization (license) in 
the cases envisaged by this Code. 


Article 20. The granting of mineral resources for geolog- 
ical study 


Mineral resources are granted for use for geological study, 
including for the commercial test development of mineral 
fields of nationwide significance, without the granting of a 
mining concession after the receipt of special authorization 
(license) for the geological study of mineral resources. 


The commercial test development of mineral fields of 
nationwide significance is performed for the purpose of 
clarifying their particular mining, geological and other 
parameters and the selection of efficient methods of 
extracting mineral raw materials on the basis of a plan for 
those operations, coordinated with the State Committee of 
Ukraine for Oversight and Labor Protection. The minerals 
extracted during the commercial test development are 
subject to sale under the general procedure. 


Article 21. The granting of mineral resources for use for 
the extraction of fresh underground water and the devel- 
opment of peat fields 


Mineral resources are granted for use for the extraction of 
fresh underground water and the development of peat fields 
without the granting of a mining concession on the basis of 
special authorizations (licenses) that are issued after prelim- 
inary coordination with the bodies of the Ministry of 
Environmental Protection of Ukraine, the State Committee 
of Ukraine for Oversight and Labor Protection, and the 
Ministry of Health of Ukraine in the local areas. 


Article 22. The granting of mineral resources for burial of 
production by-products and other harmful substances 
and the discharge of waste water 


The granting of mineral resources for the burial of the 
by-products of production and other harmful substances 
and the discharge of waste water 1s permitted in exceptional 
cases, provided the norms, regulations and requirements 
envisaged by the legislation of Ukraine are upheld. 


Mineral resources for the indicated purposes are granted 
in accordance with Article 19 of this Code, in accordance 
with special studies and on the basis of plans executed on 
order from the concerned enterprises, institutions and 
Organizations. 


Article 23. The right of landholders and land users to extract 
minerals of local significance, peat, fresh underground water 
and the use of mineral resources for other purposes 


Landholders and land users, within the limits of the plots 
of land granted to them, have the right to extract for their 
own household and domestic needs, without special autho- 
rizations (licenses), the minerals of local significance and 
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peat with a general depth of development of up to two 
meters and fresh underground water to 20 meters, and to 
utilize the mineral resources for hous “hold and domestic 
needs. 


The extraction of minerals of local significance and peat 
with the use of special technical means that could lead to 
undesirable changes in the natural environment is coor- 
dinated with the local Soviets of People’s Deputies and 
the bodies of the Ministry of Environmental Protection 
of Ukraine in the local areas. 


Part 3 - The Rights and Obligations of the Users of 
Mineral Resources 


Article 24. The rights and obligations of the users of 
mineral resources 


The users of mineral resources have the right: 


1) to perform geological study and comprehensive 
development of mineral fields and other operations 
in accordance with the terms of the special authori- 
zation (license) on the section of mineral resources 
granted to them, 


2 


~ 


to dispose of the minerals extracted, if not otherwise 
stipulated by legislation or the terms of the special 
authorization (license): 


3 


—_—_ 


to shut down a field of mineral resources or a portion 
of it granted to them under the terms of the special 
authorization (license); 


4) to priority in the extension of the time frame for the 
utilization of the mineral resources. 


The users of mineral resources are obligated: 


1) to utilize the mineral resources in accordance with 
the aims for which they were granted; 


~) 
— 


to ensure the completeness of geological study, and 
the efficient and comprehensive utilization and pro- 
tection of the mineral resources, 


3 


_— 


to ensure the safety of people, property and the 
natural environment, 


4) t. ~ing plots of land disrupted in the use of mineral 
resources into a state suitable for their further utili- 


zation in social production, 


— 


5 


— 


to fulfill other requirements pertaining to the use of 
mineral resources as established by the legislation of 
Ukraine. 


Article 25. The protection of the rights of users of 
mineral resources 


The rights of users of mineral resources are protected by 
law, and may be restricted only in cases stipulated by the 
legislation of Ukraine. 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 











FBIS-USR-94-111 
13 October 1994 


Losses caused by violations of the rights of users of 
mineral resources are subject to compensation in full in 
accordance with the legislation of Ukraine. 


Article 26. Curtailment of the right to use mineral 
resources 


The right to use mineral resources is curtailed: 


1) if the need for the use of the mineral resources 
recedes; 


2) with the completion of the stipulated term for the use 
of mineral resources; 


3) in case of the cessation of the activity of the users of 
mineral resources to whom the right to utilize them 
was granted; 


4) in case of the use of the mineral resources using 
means and methods that have a negative impact on 
the state of the mineral resources and lead to the 
pollution of the environment or harmful conse- 


quences for the health of the population; 


= 


5) in the utilization of the mineral resources for pur- 
poses other than for which they were granted, or the 
violation of other requirements stipulated by the 
special authorization (license) for the use of the 


section of mineral! resources: 


— 


6) if the user has not begun the use of the mineral 
resources for a period of two years without good 


Cause, 


~ 


7) in the withdrawal of the sections of mineral resources 
granted for use under the procedure stipulated by 
legislation. 


The right to utilize mineral resources is curtailed by the 
body that granted the mineral resources for use, in the 
cases envisaged by paragraphs 4, 5 and 6 of this Article, 
and in the event of the disagreement of the users, under 
legal procedure. The question of curtailing the right of 
use of a plot of land is resolved therein under the 
procedure stipulated by land legislation. 


The legislation of Ukraine may also envisage other cases 
of the curtailment of the right to utilize mineral 
resources. 


Article 27. Stripping landholders and land users of the 
“cht to use mineral resources 


‘_»udholders and land users may be stripped of the right 
extract minerals of local significance, peat and fresh 
indergiound water and of the right to use mineral 
resources for household and domestic needs in a case 
where they have violated the procedure and terms for the 
use of the mineral resources granted to their possession, 
or the use of plots of land, by the local Soviets of People’s 
Deputies or other specially authorized bodies under the 
procedure envisaged by the legislation of Ukraine. 
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Part 4 - The Fee for the Use of Mineral Resources 
Article 28. The fee for the use of mineral resources 


The use of mineral resources is paid, aside from the cases 
envisaged by Article 29 of this Code. The fee is charged 
for the use of mineral resources within the limits of the 
territory of Ukraine, its continental shelf and the exclu- 
sive (maritime) economic zone. 


The fee for the use of mineral resources is charged in the 
form of: 


1) payments for the use of mineral resources; 


2) deductions for geological exploration performed at 
the expense of the state budget; 


3) a charge for the issue of the special authorizations 
(licenses); 


4) an excise charge. 


The fee for the use of mineral resources does not release 
the users from the payment of other mandatory pay- 
ments envisaged by the legislation of Ukraine. 


Article 29. Release from payment of the fees for the use 
of mineral resources 


Those released from the payment of the fee for the use of 
mineral resources are: 


1) landholders and land users who are extracting min- 
erals of local significance for their own needs, or are 
using the mineral resources for household and 
domestic needs on the plots of land granted for their 
possession or use; 


2) users of mineral resources for the performance of 
regional geological and geophysical operations, geo- 
logical surveys and other geological operations, 
including exploratory drilling with the taking of spec- 
imens or samples and disected at the general study of 
the mineral resources, the prospecting and explora- 
tion of mineral fields, and operations to predict 
earthquakes and research volcanic activity, geologi- 
cal-engineering, ecological and paleontological 
research, and monitoring of the conditions of under- 
ground waters, as well as the performance of other 
operations that are performed without the violation 
of the integrity of mineral resources, if they are 
performed at the expense of the state budget or the 
budgets of the Republic of Crimea, the oblasts or the 
cities of Kiev and Sevastopol; 


——- 


3 


users of mineral resources in the organization of 
geological sites for the natural-preserve fund, 


— 


4) the users of mineral resources for the performance of 
exploration of minerals within the limits of a mining 
concession granted to them for the extraction of 
minerals 
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Users of mineral resources may also be granted other 
concessions with regard to the fee for the use of mineral 
resources in accordance with the legislation of Ukraine. 


Article 30. Procedure for the charging of payments for 
the use of mineral resources 


The payments for the use of mineral resources may be 
charged in the form of one-time charges and/or regular 
payments that are established on the basis of the corre- 
sponding ecological and economic calculations. 


The size of the payments for the performance of pros- 
pecting and exploratory operations is established 
depending on the economic and geographical conditions 
and size of the section of mineral resources, the type of 
minerals, the duration of the operations, the state of 
geological study of the territory and the degree of risk. 


The payments for the extraction of minerals are estab- 
lished with a regard for the geological features of the 
fields and the conditions for their exploitation. 


The size of the payments for the use of the mineral 
resources of the continental shelf and within the limits of 
the exclusive (maritime) economic zone are established 
depending on the area of the section that is being given 
over for use, the depth of the sea and the purpose of the 
use of the mineral resources. 


The payments for the use of mineral resources for purposes 
that are not associated with the extraction of minerals, 
including for the construction and operation of under- 
ground structures, are established depending on the size of 
the section being given over for use, the useful properties 
and the degree of ecological safety in their utilization. 


The standard fees for the use of mineral resources and 
the procedure for charging them are established by the 
Cabinet of Ministers of Ukraine. 


Article 31. Division of the payments for the use of 
mineral resources 


The payments for the use of minerai resources are sent to 
the state budget and the budgets of the Republic of 
Crimea, the oblasts and the cities of Kiev and Sevastopol 
in the following correlations: 


1) 40 percent to the state budget and 60 percent to the 
budgets of the Republic of Crimea, the oblasts and 
the cities of Kiev and Sevastopol, for the extraction of 
minerals of nationwide significance; 


2) 100 percent to the budgets of the Republic of Crimea, 
the oblasts and the cities of Kiev and Sevastopol, for 
the extraction of minerals of local significance and for 
the use of mineral resources for purposes not con- 
nected with the extraction of minerals; 


3) 80 percent to the state budget and 20 percent to the 
budgets of the Republic of Crimea, the oblasts and 
the cities of Kiev and Sevastopol, for the prospecting 
and exploration of mineral fields; 
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4) 100 percent to the state budget, for the use of min- 
erals of the continental shelf and within the limits of 
the exclusive (maritime) economic zone. 


The payments for the use of mineral resources that are 
received by the budgets of the Republic of Crimea, the 
oblasts and the cities of Kiev and Sevastopol are divided 
among the local budgets at various levels accordingly by the 
Supreme Soviet of the Republic of Crimea and the oblast 
and Kiev and Sevastopol city Soviets of People’s Deputies. 


Article 32. Forms for paying fees for the use of mineral 
resources 


The fee for the use of mineral resources may be paid both 
in the form of monetary payments and in kind (a portion 
of the mineral raw materials extracted or other product 
produced through the use of the mineral resources, the 
performance of operations or the granting of other 
services), aside from materials, products and services on 
a list defined by the Cabinet of Ministers of Ukraine. 


Article 33. Deductions for geological exploratory work 
performed at the expense of the state budget 


Deductions for geological exploratory work performed at 
the expense of the state budget are charged to the users of 
mineral resources who are extracting minerals on fields 
that had been explored earlier, are turned over entirely to 
the state budget and are directed toward the develop- 
ment of the raw minerals base. 


The procedure for the establishment of standard deduc- 
tions for the performance of geological exploratory work 
is established by the Cabinet of Ministers of Ukraine. 


Article 34. Charge for the issue of special authorizations 
(licenses) 


The amount of the charge for the issue of special autho- 
rizations (licenses) for the use of individual sections of 
mineral resources is established by the Cabinet of Min- 
isters of Ukraine proceeding from the expenditures for 
the expert appraisal of the applications, materials and 
feasibility studies for the use of mineral resources and 
the organizational and other expenditures associated 
with the issue of special authorizations (licenses). 


Article 35. Excise charge 


An excise charge may be imposed in accordance with the 
legislation of Ukraine for certain types of mineral raw 
materials that are being extracted from fields with rela- 
tively better mining, geological, economic and geograph- 
ical characteristics with the receipt of profits above and 
beyond the standards through the use of the mineral 
resources. 


Article 36. Discounts for the depletion of mineral 
resources 


A discount for the depletion of mineral resources is 
applied to payments for the use of mineral resources, and 
may be granted to the user of mineral resources who is 
extracting: 
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—scarce minerals with low cost effectiveness of the 
development of the fields, objectively conditioned and 
not associated with violations of the terms of efficient 
utilization of explored reserves; 


—minerals from remaining reserves of diminished 
quality, aside from cases of the worsening of the 
quality of minerals reserves as a result of the selective 
working of the field. 


Section II 


The Geological Study of Mineral Resources 


Article 37. The performance of operations for the geo- 
logical study of mineral resources 


The geological study of mineral resources is performed 
with the aim of obtaining data on the geological structure 
of the mineral resources and the processes that are occur- 
ring in them, ascertaining and evaluating the minerals, 
studying the general features of their formation and dispo- 
sition, clarifying the mine-engineering and other condi- 
tions for the development of the mineral fields and the 
utilization of mineral resources for purposes not associated 
with the extraction of mineral resources. 


The performance of operations for the geological study of 
mineral resources is organized and coordinated by the 
State Committee of Ukraine for Geology and the Utiliza- 
tion of Mineral Resources on the basis of comprehensive 
or dedicated state programs, intersector and sector plans, 
projects, and the corresponding norms and regulations. 


The geological study of mineral resources envisaged by state 
programs ts carried out, as a rule, at the expense of the funds 
that are paid by the extraction enterprises to the state budget 
for geological exploratory work performed earlier. The geo- 
logical study of mineral resources may in certain cases be 
performed through the direct expenditures of the state and 
local budgets. 


The local Soviets of People’s Deputies and executive 
authorities in the local areas assist the geological study of 
mineral resources that is performed in accordance with 
state programs, and develop and realize the corre- 
sponding territorial programs. 


Article 38. Requirements pertaining to the geological 
study of mineral resources 


The geological study of mineral resources should ensure: 


1) the efficient and effective performance of operations 
associated with the geological study of mineral resources; 


2) a state of the environment that is ecologically safe for 
the life and health of people; 


3) the full study of the geological structure of the mineral 
resources, mine-engineering, hydrogeological and other 
conditions for the development of the explored fields, 
and the construction and operation of underground 
structures not associated with the extraction of 
minerals; 
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4) the reliability of the determination of the quantity 
and quality of reserves of all minerals and the com- 
ponents present in them, and the geological and 
economic evaluation of the mineral fields; 


5 


~~ 


the performance of the operations using means and 
methods that would rule out unwarranted losses of 
minerals, the diminishment of their quality, the 
excessive destruction of the ground cover and the 
pollution of the environment; 


6 


~~ 


the placement of extracted rock and minerals that 
would rule out their harmful impact on the environ- 
ment and the health of the population; 


7 


~=" 


the preservation of exploratory workings and excava- 
tions that could be utilized in the development of the 
fields and for other purposes, and the elimination 
under established procedure of workings and excava- 
tions that are not subject to further utilization; 


8 


~" 


the preservation of geological and engineering docu- 
mentation, samples of rock and ores, duplicates of 
mineral samples that could be used in the further 
study of the mineral resources and the exploration 
and development of the mineral fields, as well as in 
the utilization of the mineral resources for purposes 
not associated with the extraction of minerals. Those 
ordering the work may also specify other require- 
ments pertaining to the geological study of the min- 
eral resources that do not contradict the provisions of 
the legislation of Ukraine. 


Article 39. State registration and accounting for opera- 
tions for the geological study of mineral resources, geo- 
logical information 


Operations for the geological study of mineral resources 
are subject to mandatory state registration and 
accounting, for the purpose of the summarization and 
maximum possible utilization of the results of study of 
the mineral resources, as well as the prevention of a 
duplication of that work. 


The state registration and accounting of operations in 
the geological study of mineral resources 1s performed by 
the State Geological Information Fund of Ukraine. 


The conditions for the disposition of geological informa- 
tion, including that subject to mandatory transfer to the 
State Geological Information Fund of Ukraine, are 
defined by the Statute on the Procedure for the Dispo- 
sition of Geological Information that is developed on the 
basis of this Code and legislation on scientific and 
technical information, and is approved by the Cabinet of 
Ministers of Ukraine. 


Article 40. The transfer of known mineral fields for 
commercial assimilation 


Known mineral fields, including man-made ones, or 
sections of them and reserves of minerals that have been 
evaluated, are included in the state fund of mineral fields 
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and are transferred for commercial assimilation under 
the procedure stipulated by the Cabinet of Ministers of 
Ukraine. 


Article 41. The discoverers of mineral fields 


Individuals who have discovered a previously unknown 
field that has commercial value, or reveals additional 
mineral reserves or a new mineral raw material in 
previously known fields that substantially increases its 
commercial value are designated as discoverers. 


Discoverers have the right to compensation. The Statute 
on Discoverers of Mineral Fields is approved by the 
Cabinet of Ministers of Ukraine. 


Part Ill 


State Accounting for Fields, Reserves and Shows of 
Minerals, as Well as Sections of Mineral Resources, 
Given Over to a Use Not Associated With the 
Extraction of Minerals 


Article 42. The state accounting for fields, reserves and 
shows of minerals 


Fields, including man-made, reserves and shows of min- 
erals are subject to accounting in the state register of 
fields and shows of minerals and the state balance sheet 
of mineral reserves. 


The state accounting for fields, reserves and shows of 
minerals is accomplished under a procedure established 
by the Cabinet of Ministers of Ukraine. 


Article 43. The state register of fields and shows of 
minerals 


The state register of fields and shows of minerals con- 
tains information on each field that is included in the 
State Fund of Mineral Fields pertaining to the quantity 
and quality of minerals reserves and the components 
present in them, mining, engineering, hydrogeological 
and other conc itions of the development of the field and 
its geological and economic evaluation, as well as infor- 
mation on each show of minerals. 


The state register of fields and shows of minerals is kept 
by the State Committee of Ukraine for Geology and the 
Utilization of Mineral Resources. 


Article 44. The state balance sheet of mineral reserves 


The state balance sheet of mineral reserves contains 
information on the quantity, quality and extent of study 
of reserves of minerals pertaining to the fields that have 
commercial significance, their disposition, and the level 
of commercial assimilation, as well as information on 
extraction and losses and the provision of social produc- 
tion with known reserves of minerals. 


The state balance sheet of mineral reserves is kept by the 
State Committee of Ukraine for Geology and the Utili- 
zation of Mineral Resources. 


FBIS-USR-94-111 
13 October 1994 


Article 45. State expert appraisal and evaluation of 
mineral reserves 


The conditions of the mineral raw materials, which are 
the aggregate of the requirements for the quality and 
quantity of minerals and the mining, geological and 
other conditions for field development, are established 
for each field in order to determine the commercial value 
of fields and evaluate the reserves of minerals. The 
conditions of the mineral raw materials are developed 
with a regard for the efficient utilization of all minerals, 
as well as the valuable components present in them, and 
are subject to expert analysis by the State Committee on 
Mineral Reserves. 


The procedure for the development of the conditions for 
mineral raw materials is established by the State Com- 
mittee of Ukraine on Mineral Reserves. 


The mineral reserves of known fields, as well as reserves 
of minerals that are additionally explored in the process 
of field development, are subject to expert analysis and 
are evaluated by the State Committee of Ukraine on 
Mineral Reserves under a procedure defined by the 
Cabinet of Ministers of Ukraine. 


Article 46. Writing off reserves of minerals 


Minerals that have been extracted and reserves of minerals 
that have lost their commercial significance, as well as those 
that have been lost in the process of extraction or were not 
confirmed during ensuing geological explorations or field 
development, are subject to write-off from the books of the 
mining enterprise under a procedure that is defined by the 
Cabinet of Ministers of Ukraine. 


The results of writing mineral reserves off the books are 
accounted for in the State Geological Information Fund 
of Ukraine. 


Article 47. State accounting for sections of mineral 
resources given over for uses not associated with the 
extraction of minerals 


Sections of mineral resources given over for the construc- 
tion and operation of underground structures and other 
purposes not associated with the extraction of minerals are 
subject to state accounting by the State Committee of 
Ukraine for Oversight and Labor Protection. 


Part IV 


The Design, Construction and Operational Start-Up of 
Mining Facilities, as Well as Underground Structures 
Not Associated With the Extraction of Minerals 


Article 48. Specific features of the design engineering of 
mining facilities, as well as underground structures not 
associated with the extraction of minerals 


The design engineering of mining facilities and under- 
ground structures not associated with the extraction of 
minerals is performed on the basis of geological and 
other study of the mineral resources, with a regard for 
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the comprehensive development of the region and the 
requirements of ecological safety. 


The design engineering of mining facilities is performed 
after preliminary coordination, under the procedure 
stipulated by law, of issues of granting a plot of land and 
a mining concession. 


The designs for the construction of mining facilities or 
underground structures that are not associated with the 
extraction of minerals, including for the burial of produc- 
tion by-products and other harmful substances or the dis- 
charge of waste water, are subject to ecological, scientific, 
technical and other types of expert analysis and coordina- 
tion under the procedure stipulated by the legislation of 
Ukraine. 


Article 49. The coordination o/ the locations for placing 
mining facilities and underground structures not associ- 
ated with the extraction of minerals 


The locations for the placement of mining facilities and 
underground structures not associated with the extrac- 
tion of minerals, including for the underground storage 
of oil, gas and other substances and materials, the burial 
of production by-products and other harmful substances 
and the discharge of waste water, are coordinated before 
the beginning of planning operations with the bodies for 
state mining oversight, environmental protection, state 
health-safety oversight, the territorial geological enter- 
prises, the corresponding Soviets of People’s Deputies 
and other concerned bodies. 


Article 50. Principal requirements for the design engi- 
neering, construction and operational start-up of mining 
facilities and facilities for the processing of mineral raw 
materials, as well as underground structures not associ- 
ated with the extraction of minerals 


The plans for the construction of mining facilities should 
envisage: 


1) a positioning of the surface and underground struc- 
tures that provides for the most efficient and effective 
utilization of mineral reserves; 


2) methods of performing stripping operations, systems 
of mineral field development and technical pro- 
cessing (treatment) systems of the mineral raw mate- 
rials that provide for the most complete, comprehen- 
sive, economical and purposeful extraction of 
mineral reserves from subsurface mineral resources, 
as well as the utilization of the components present in 
them; 


3) the efficient utilization of the rock overburden in the 
development of the mineral fields; 


4) the compilation, safekeeping and definition of the 
procedure for accounting for minerals that are tem- 
porarily not utilized, as well as the by-products of 
production that contain useful components; 
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5) the geological study of mineral resources that are 
discovered in the process of construction and opera- 
tion of mining facilities, and the drawing up of 
geological and mine surveying documentation; 


6) the reclamation of disrupted land, and the maximum 
preservation of the ground cover; 


7) measures that guarantee the safety of people, prop- 
erty and the environment. 


The plans for the construction of facilities for the pro- 
cessing of mineral raw materials shall provide for: 


1) the employment of technological models that provide 
for the efficient and comprehensive extraction from 
the mineral raw materials of the components present 
in them that have commercial significance; 


2) the efficient utilization, recovery, neutralization or 
safe burial of processing wastes (sludge, dust, waste 
water etc.); 


3) the compilation, safekeeping and definition of the 
procedure for accounting for production by-products 
that contain useful components and are temporarily 
not being utilized; 


4) measures that guarantee the safety of people, prop- 
erty and the environment. 


The design engineering, construction and operational 
start-up of underground structures not associated with 
the extraction of minerals should provide for the effi- 
cient utilization of the mine rock extracted, as well as the 
fulfillment of the requirements indicated in paragraphs 
5, 6 and 7 of part one of this article and other require- 
ments and regulations in accordance with the legislation 
of Ukraine. 


The operational start-up of new and upgraded mining 
facilities or facilities for the processing of mineral raw 
materials, as well as underground structures not associ- 
ated with the extraction of minerals, is prohibited if the 
requirements stipulated by this article are not met. 


Part V 


The Use of Mineral Resources for the Development of 
Mineral Fields and for Purposes Not Associated With 
the Extraction of Minerals 


Article 51. The procedure for the development of min- 
eral fields and the processing of mineral raw materials 


The development of fields of solid, rare and gaseous 
minerals and the processing of mineral raw materials is 
performed in accordance with approved designs and 
work plans, and the regulations for technical operation 
and the protection of the mineral resources. 


The regulations for the technical operation, designs and 
plans for the development of mineral fields and the 
processing of mineral raw materials are coordinated by 
the users with the Ministry of Environmental Protection 
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of Ukraine and the State Committee of Ukraine for 
Oversight and Labor Protection in the area of upholding 
the requirements of legislation on mineral resources. 


Article 52. Quotas for the extraction of mineral resources 


Quotas on the extraction of certain types of minerals are 
established in order to avert the negative demographic, 
social and ecological consequences of the extraction of 
minerals. 


The procedure for establishing quotas for the extraction 
of minerals is approved by the Cabinet of Ministers of 
Ukraine. 


Article 53. Principal requirements in the development of 
mineral fields and the processing of mineral raw 
materials 


The development of mineral fields shall provide for: 


1) the employment of efficient and ecologically safe 
technologies for the extraction of minerals and the 
extraction of the components present in them that 
have commercial significance and the prevention of 
losses or a worsening of the quality of the minerals 
above and beyond the plan, as well as the selective 
working of rich sections of fields that leads to the loss 
of reserves of minerals; 


2) the performance of further exploration of mineral 
fields and other geological operations, the perfor- 
mance of mine surveying work, and the keeping of 
technical documentation; 


3 


— 


accounting for the status and movement of reserves, 
and losses and worsenings of the quality of minerals, 
as well as the submission of the information stipu- 
lated by law to statistical and other state bodies: 


4 


ee 


the prevention of the spoiling of the mineral fields 
developed and those adjoining them as the result of 
the performance of mining operations, as well as the 
preservation of reserves of mineral fields that are 
being shut down; 


5 


ee 


the storage, safekeeping and accounting for minerals, 
as well as production by-products, that contain useful 
components and are temporarily not being utilized; 


6) the efficient utilization of overburden rock and pro- 
duction by-products; 


7) the performance of operations in a manner that is safe 
for people, property and the environment. 


The processing of mineral raw materials should provide 
for: 


1) the observance of technological models for the pro- 
cessing of mineral raw materials that provide for the 
efficient and comprehensive extraction of useful 
components; 
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2) the accounting and control of the distribution of 
useful components at various stages of processing and 
the extent of their extraction from the mineral raw 
materials; 


3) the study of the technological properties and compo- 
sition of the mineral raw materials, and the perfor- 
mance of technological-research testing for the pur- 
pose of improving the technology for the processing 
of mineral raw materials; 


4 


— 


the efficient utilization of the by-products of pro- 
cessing (sludge, dust, waste water etc.); 


5) the storage, accounting for and safeguarding of the 
by-products of production that contain useful com- 
ponents and are temporarily not being utilized. 


The observance of other requirements stipulated by the 
legislation on the protection of the environment must 
also be ensured in the development of mineral fields and 
the processing of mineral raw materials. 


Article 54. The removal or shutdown of mining facilities 


Mining facilities or sections of those facilities are subject to 
removal after the mineral reserves are worked off, as well 
as in a case where the further development of the fields or 
a portion of them ts not expedient or possible in accor- 
dance with feasibility studies or other substantiation. 


In the event of the complete or partial removal or shutdown 
of a mining facility, the mine workings and excavations shall 
be brought into a state that guarantees the safety of people, 
property and the environment, and in the case of shutdown, 
also guarantees the preservation of the fields, mine workings 
and excavations for the entire period of the shutdown. In the 
case of the elimination of mining facilities, the question of 
the possible utilization of the mine workings and excava- 
tions for other purposes of social production should also be 
resolved. 


In the case of the elimination and shutdown of mining 
facilities or a section of them, the technical, geological 
and mine-surveying documentation is completed up to 
the moment of conclusion of mining operations and is 
turned over for safekeeping under established procedure. 


Measures should be carried out at mining facilities that 
are allied with the facilities that are being eliminated or 
shut down, in order to guarantee the safety of mining 
operations. 


The elimination and shutdown of mining facilities or a 
section of them is accomplished in coordination with the 
bodies of state mining oversight and other concerned 
bodies, under a procedure established by the State Com- 
mittee of Ukraine for Oversight and Labor Safety. 


Article 55. Procedure for the use of mineral resources for 
purposes not associated with the extraction of minerals 


The use of mineral resources for the building and oper- 
ation of underground structures and for other purposes 
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not associated with the extraction of minerals is carried 
out under the corresponding plans. 


The plans should envisage measures that provide for the 
neutralization of waste waters, harmful substances and 
the by-products of production or their localization 
within stipulated limits, as well as avoid their entry into 
mine workings, the ground surface or water areas. 


In a case of the violation of the requirements of this article, 
the discharge of waste water into mineral resources and the 
burial of harmful substances and the by-products of produc- 
tion shall be restricted, temporarily prohibited (curtailed) or 
halted by the bodies of state mining oversight or other 
specially authorized state bodies under procedure stipulated 
by the legislation of Ukraine. 


Part VI 


Protection of Mineral Resources 


Article 56. Principal requirements in protection of 
mineral resources 


The principal requirements in the area of protecting 
mineral resources are: 


—the assurance of the complete and comprehensive 
geological study of the mineral resources; 


—the upholding of the procedure established by legisla- 
tion for the granting of mineral resources for use and 
preventing the unauthorized use of mineral resources; 


—the efficient extraction and utilization of reserves of 
minerals and the components present in them; 


—the prevention of the harmful effects of work associ- 
ated with the use of mineral resources on the preser- 
vation of reserves of minerals, mine workings and 
excavations that are being operated or shut down, as 
well as underground structures; 


—the protection of mineral fields against flooding, inun- 
dation, fire or other factors that affect the quality of 
the minerals and the commercial value of the fields, or 
make their development more difficult; 


—the prevention of the unwarranted or unauthorized 
development of areas of mineral occurrence, and the 
upholding of the procedure established by law for the 
utilization of those areas for other purposes; 


—the prevention of pollution of the environment in the 
underground storage of oil, gas and other substances 
and mater.uls, the burial of harmful substances and 
the by-products of production, and the discharge of 
waste water; 


—the upholding of other requirements envisaged by 
legislation on the protection of the environment. 


Article 57. Restriction, temporary prohibition (curtail- 
ment) or stoppage of the use of mineral resources 
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In case of the violation of Article 56 of this Code, the use 
of mineral resources may be restricted, temporarily 
prohibited (curtailed) or halted by bodies of the Ministry 
of Environmental Protection of Ukraine, state mining 
oversight, state geological monitoring or other state 
bodies specially authorized to do so under a procedure 
established by the legislation of Ukraine. 


Article 58. The development of areas of mineral occurrence 


The design and building of populated areas, industrial 
complexes and other facilities without the prior geolog- 
ical study of the sections of mineral resources that are 
subject to development is prohibited. 


The development of areas of mineral occurrence of nation- 
wide significance, as well as the construction of structures 
not associated with the extraction of minerals on the 
sections of their occurrence, is permitted in exceptional 
cases, and only with the consent of the corresponding 
territorial geological enterprises and bodies of state mining 
oversight. Steps should be taken therein that would pro- 
vide the opportunity for the extraction of the minerals 
from the subsurface mineral resources. 


The procedure for the development of areas of mineral 
occurrence of nationwide significance 1s established by 
the Cabinet of Ministers of Ukraine. 


The development of areas of mineral occurrence of local 
significance, as well as the placement of underground struc- 
tures not associated with the extraction of minerals in 
sections of their occurrence, 1s permitted with the consent of 
the corresponding local Soviets of People’s Deputies. 


Article 59. The protection of sections of mineral 
resources that have special scientific or cultural value 


Rare geological and mineralogical formations, paleonto- 
logical sites and other sections of mineral resources that 
have special scientific or cultural value may be desig- 
nated in accordance with the procedure established by 
law for sites in the natural-preserve fund of Ukraine 


In a case where rare geological stratifications and min- 
eralogical formations, meteorites, paleontological, 
archaeological and other sites that are of interest to 
science and culture are revealed, the users of the mineral 
resources are obligated to halt work on the corre- 
sponding section and inform the concerned state parties. 


Part VII 


State Monitoring and Oversight of the Geological Study 
of Mineral Resources, Their Utilization and Protection 


Article 60. The task of state monitoring and oversight of 
the geological study of mineral resources, their utilization 
and protection 


State monitoring and oversight of the geological study of 
minera! resources, their utilization and protection are 
directed toward ensuring the upholding of the stipulated 
procedure for the utilization of mineral resources and 
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the fulfillment of other obligations pertaining to the 
protection of mineral resources as stipulated by the 
legislation of Ukraine, by all state bodies, enterprises, 
institutions, organizations and citizens. 


Article 61. Bodies that perform state monitoring and 
oversight of the geological study of mineral resources, 
their utilization and protection 


The state monitoring of the geological study of mineral 
resources (state geological monitoring) is accomplished 
by the State Committee of Ukraine for Geology and the 
Utilization of Mineral Resources and its bodies in the 
local areas. 


The state oversight of the geological study of mineral 
resources, their utilization and protection, as well as the 
utilization and processing of mineral raw materials (state 
mining Oversight), is accomplished by the State Com- 
mittee of Ukraine for Oversight and Labor Protection 
and its bodies in the local areas. 


The state monitoring of the utilization and protection of 
mineral resources is accomplished by the local Soviets of 
People’s Deputies, the executive authorities in the local 
areas, the Ministry of Environmental Protection of 
Ukraine and its bodies in the local areas within the limits 
of their jurisdiction. 


Article 62. The jurisdiction of bodies of state geological 
monitoring pertaining to the monitoring of geological 
study of mineral resources 


The bodies of state geological monitoring verify: 


1) the fulfillment of state programs for geological 
exploration; 


2) the fulfillment of decisions on issues of methodolog- 
ical support for the geological study of mineral 
resources; 


3 


— 


the well-foundedness of the application of techniques 
and technologies, and the quality, comprehensiveness 
and effectiveness of the geological study of mineral 
resources; 


4 


~" 


the completeness of the initial data on the quantity 
and quality of reserves of the primary and jointly 
occurring minerals; 


5 


-— 


the timeliness and correctness of the state registration 
of work on the geological study of mineral resources, 
the presence of the special authorizations (licenses) 
for the utilization of mineral resources, and the 
fulfillment of the terms stipulated by them; 


the fulfillment of the resolutions of the State 
Commission of Ukraine on Mineral Reserves; 


6 


-— 


7 


-— 


the observance of technologies that would provide for 
the necessary study of mineral fields during their test 
exploitation; 
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8) the preservation of exploratory mine workings and 
excavations for the development of mineral fields, as 
well as geological documentation, specimens of rock 
and duplicates of samples that could be used in 
subsequent study of the mineral resources. 


The bodies for state geological monitoring, within the 
limits of their jurisdiction, provide for the resolution of 
other questions pertaining to the geological study of 
mineral resources. 


The bodies of state geological monitoring have the right: 


1) to curtail all types of work in the geological study of 
mineral resources that are being performed in viola- 
tion of standards and regulations, and could cause the 
spoiling of the fields, a substantial reduction in the 
effectiveness of operations or lead to considerable 
losses; 


2) to halt the activity of enterprises and organizations 
that are engaged in the geological study of mineral 
resources without the special authorizations 
(licenses), or in violation of the terms stipulated by 
those authorizations; 


3) to issue directives (orders) that are mandatory for 
fulfillment, to halt flaws and violations during the 
geological study of mineral resources. 


The bodies of state geological monitoring may also be 
granted other rights pertaining to the prevention and 
curtailment of violations of regulations and norms for 
the geological study of mineral resources in accordance 
with the legislation of Ukraine. 


The procedure for the performance of state geological 
monitoring is established by the Cabinet of Ministers of 
Ukraine. 


Article 63. The jurisdiction of the bodies of state mining 
oversight pertaining to the performance of operations for 
the geological study of mineral resources and their 
utilization and protection 


The bodies of state mining oversight verify: 


1) the completeness of the study of mineral fields, mine- 
engineering, geological-engineering, hydrogeological 
and other conditions for their development, the con- 
struction and operation of underground structures, 
the burial of harmful substances and the by-products 
of production; 


2) the timeliness and correctness of the entry of explored 
mineral fields into exploitation; 


3) the fulfillment of requirements pertaining to the 
protection of mineral resources when performing 
operations for their study, the stipulation of the 
conditions for mineral raw materials and the 
exploitation of mineral fields; 
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4) the correctness of the development of mineral fields; 


5) the completeness of the extraction of the estimated 
reserves of minerals and the components present in 
them; 


6) the observance of the stipulated procedure for 
accounting for reserves of minerals, and the well- 
foundedness and timeliness of their write-off; 


7) the observance of the regulations for the perfor- 
mance of geological and mine-surveying operations 
during the development of mineral fields; 


8) the observance of regulations and technologies for 
the processing of mineral raw materials, for the 
purpose of ensuring the complete extraction of 
useful components and the improvement of the 
quality of the finished product; 


9) the correctness and timeliness of the performance of 
measures that guarantee the safety of people, prop- 
erty and the environment, mine workings and exca- 
vations from the harmful effects of operations asso- 
ciated with the use of mineral resources; 


10) the resolution of other issues pertaining to the 
oversight of the utilization and protection of min- 
eral resources within the limits of its authority. 


The bodies of state mining oversight have the right: 


1) to issue directives (orders) that are mandatory for 
fulfillment, to eliminate violations of norms and regu- 
lations for the performance of operations in the geolog- 
ical study of mineral resources and their utilization and 
protection: 


2) to halt operations associated with the use of mineral 
resources, in case of violations of the corresponding 
norms and regulations under the procedure stipulated 
by the legislation of Ukraine; 


3) to require substantiation from users of mineral resources 
pertaining to the write-off of mineral reserves; 


4) to issue recommendations pertaining to the incorpo- 
ration of new and progressive technologies for the 
processing of mineral raw materials. 


The bodies of state mining oversight may also be granted 
other rights, in accordance with the legislation of 
Ukraine, for the purpose of averting and curtailing 
violations of legislation on mineral resources. 


The procedure for the performance of state mining over- 
sight is defined by the Cabinet of Ministers of Ukraine. 


Part VIII 


Disputes on Issues of the Use of Mineral Resources. 
Liability for Violations of Legislation on Mineral 
Resources 


Section 5 - Resolution of Disputes on Issues of the Use 
of Mineral Resources 


Article 64. Procedure for the review of disputes on issues 
of the use of mineral resources 
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Disputes on issues of the use of mineral resources are 
reviewed by the bodies of state geological monitoring, 
State mining oversight, protection of the environment, 
the local Soviets of People’s Deputies, the courts, courts 
of arbitration or third-party tribunals under a procedure 
stipulated by the legislation of Ukraine. 


The local Soviets of People’s Deputies resolve disputes 
on issues of the use of mineral resources associated with 
the development of mineral fields of local significance, 
peat and fresh underground water. 


Plaintiffs—the State Committee of Ukraine for Geology 
and the Utilization of Mineral Resources, the State 
Committee of Ukraine for Oversight and Labor Protec- 
tion, the Ministry of Environmental Protection of 
Ukraine and other bodies in the local areas—are released 
from paying the state duty in cases of penalties and 
compensation of losses suffered by the state as a result of 
violations of legislation on mineral resources. 


Disputes on issues of the use of mineral resources that 
arise with other states, as well as among foreign legal 
persons and citizens and the holders of mineral 
resources, are reviewed in accordance with the legisla- 
tion of Ukraine. 


Section 6 - Liability for Violations of Legislation on 
Mineral Resources 


Article 65. Liability for violations of the legislation on 
mineral resources 


Violations of legislation on mineral resources entails 
disciplinary, civil-law and criminal liability in accor- 
dance with the legislation of Ukraine. 


Liability for violations of legislation on mineral 
resources is borne by individuals guilty of. 


—the unauthorized use of mineral resources; 


—violations of the norms, regulations and requirements 
pertaining to the conduct of operations in the geolog- 
ical study of mineral resources; 


—the selective working of rich sections of fields that 
leads to losses of minerals above and beyond the 
standards; 


—losses above and beyond the standards and worsened 
quality of minerals in their extraction; 


—damage to mineral fields that eliminates entirely, or 
restricts substantially, the possibility of their further 
exploitation; 


—violations of the established procedure for the devel- 
opment of areas of occurrence of minerals; 


—the failure to fulfill regulations to protect mineral 
resources and requirements pertaining to the safety of 
people, property and the environment from the 
harmful effects of operations associated with the use 
of mineral resources; 
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—the destruction or damaging of geological sites that are of 
particular scientific or cultural value, monitoring excava- 
tions, and mine-surveying and geodesic markers; 


—the illegal destruction of mine-surveying or geological 
documentation, as well as duplicates of samples of 
minerals necessary in subsequent geological study of 
mineral resources and the development of the fields: 


—the failure to fulfill the requirements pertaining to 
bringing mine workings that have been eliminated or 
shut down into a state that guarantees the safety of 
people, as well as requirements pertaining to the 
preservation of fields, mine workings and excavations 
for the period of shutdown. 


The legislation of Ukraine may also establish lability for 
other violations of the legislation on mineral resources. 


Article 66. The curtailment of unauthornzed use of min- 
eral resources and the development of areas of occur- 
rence of minerals 


The unauthorized use of mineral resources and the 
development of areas of occurrence of minerals in vi0- 
lation of the stipulated procedure are curtailed without 
compensation for the expenditures made 


Article 67. Compensation for damages caused as a result 
of violations of legislation on .aineral resources 


Enterprises, institutions, organizations and citizens are 
obligated to make restitution for damages caused by 
them as a consequence of violations of the legislation on 
mineral resources, in the amounts and under the proce- 
dure stipulated by the legislation of Ukraine 


Part IX 


International Relations 


Article 68. The granting of mineral resources for use to 
foreign legal persons and citizens 


Mineral resources are granted to foreign legal persons and 
citizens for use and the processing of mineral raw materials 
on a competitive basis, on the basis of agreements (con- 
tracts) that are concluded in accordance with the require- 
ments of this Code and other legislation of Ukraine. 


The procedure for the conclusion of contracts for the use of 
mineral resources and the processing of mineral raw mate- 
rials with the participation of foreign iegal persons and 
citizens is established by the Cabinet of Ministers of 
Ukraine. 


Article 69. International treaties 


If an international treaty of Ukraine stipulates regula- 
tions other than those that are contained in the legisla- 
tion of Ukraine regarding mineral resources, the regula- 
tions of the international treaty are applicable. 


President of Ukraine L. Kuchma 
City of Kiev, 27 July 1994 
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Decree on Implementation 
944K 2294B Kiev HOLOS UKRAYINY in Ukrainian 
31 Aug 94 p4 


[Text of decree: “Entry Into Force of the Mineral 
Resources Code of Ukraine™} 


[Text} 


Decree of the Supreme Soviet of Ukraine on the Entry 
into Force of the Code of Ukraine on Mineral Resources 


The Supreme Soviet of Ukraine decrees: 


1. That the Code of Ukraine on mineral resources enter 
into force as of the day of its publication 


2. That the legislation and regulations that do not con- 
tradict this Code are applicable until the legislation of 
Ukraine 1s brought into conformity with the Code of 
Ukraime on Mineral Resources 


3 That the Cabinet of Ministers of Ukrarme shall 


—prepare and submit for the consideration of the 
Supreme Soviet of Ukraine, in conjunction with the 
Commission of the Supreme Soviet of Ukraine on 
Issues of Ecological Policy. proposals to bring leg- 
islation into conformity with the Code of Ukraine 
on Mineral Resources 


—bring the resolutions of the Government of Ukraine 
into conformity with the Code of Ukraime on 
Minera! Resources within six months. 


—provide for the development and approval of regu- 
lations in relation to the punmsdiction of the Gov- 
ernment of Ukraine as established by this Code 
before the end of 1994. 


—ensure the review and abrogation by ministries and 
agencies of regulations that contradict this Code 
before | September 1994 


4. That the Code of the Ukraiman SSR on Mineral 
Resources of 25 June 1976 (VIDOMOSTI 
VERKHOVNOYI RADY URSR, 1976, supplement 
to No. 27, p 225) 1s no longer in force 


Chairman of the Supreme Soviet of Ukraine O. Moroz 
City of Kiev, 27 July 1994 


‘Blasco’ Navigation Concern Scandal Updated 
954FN049A Moscow SEGODNYA in Russian 5 Oct 94 p 4 


[Article by Yuiy Selivanov: “Scandal Surrounding 
‘Blasco’ Continues; Fate of Black Sea Shipping Company 
Mirrors Market Reforms in Ukraine’’] 


[FBIS Translated Text] The huge scandal surrounding 
the Black Sea Shipping Company (today this is the 
joint-stock navigation concern ‘Blasco’) continues to 
heat up. Since the departure of Ukraine President 
Leonid Kravchuk, who patronized the management of 
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the concern, the opponents of “Blasco” have taken the 
offensive once again. A group of Ukraine people's dep- 
uties was able to push through a decree in the Supreme 
Council, stating the unacceptability of retaining ASK 
[not further identified] President Pavel Kudyukin in his 
president position. Ukraine Deputy Minister of Trans- 
port Vladimir Artemenko signed the order dismissing 
Kudvukin from his duties. However, immediately after 
the signing of the order, Mr. Kudyukin called a press 
conference, at which he announced that he believes the 
directive of the Kiev leader to be unlawful, that he does 
not intend to honor it, and that only the person who 
appointed him, 1e., the President of Ukraine, may 
dismiss him from his duties. Mr. Kudyukin’s position 
was supported also by the governing board of the con- 
cern, which refused to recognize the authority of the new 
manager of the shipping company appointed by Kiev, 
Aleksey Koval. 


It is curious that the decision to remove Pavel Kudyukin 
was made at that very moment when a regular govern- 
mental commission comprised of no more and no less 
than 94 persons had concluded its work at “Blasco.” 
Despite obvious efforts by some of the investigators to 
uncover a serious compromise of the shipping company, 
the concluding statute of the Commission's work was 
entirely favorable for the company, and cannot serve as 
reason for dismissal of its chief. Then again, observers 
who were closely monitoring the development of the 
conflict believe that the matter 1s certainly not in “Blas- 
co's production activity. The fate of this huge shipping 
company ts ever more apparently becoming that touch- 
stone on which political groupings of various direction 
operating in Ukraine are testing their strength. “Blasco” 
is one of the first enterprises of Ukraine which has 
embarked upon the path of transition to new forms of 
ownership and organization. Its governing board 1s 
actively introducing into practice the principle of joint 
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stockholding of its subdivisions, transfer of their owner 

ship to the stockholders and labor collectives. Already in 
the nearest time, if they do not hinder it, the process of 
stockholding will become irreversible, and the former 
State structure will be fully transformed, ceasing to be a 
bottomless currency feeding trough for hundreds of 
government bureaucrats. Evidently, such a prospect does 
not inspire certain people in Kiev, although the investi- 
gation of “Blasco” 1s being conducted under an entirely 
plausible excuse—the strn.agle against misappropriation 
of state property 


At the same time, the unprecedented insubordination of 
Pavel Kudyukin and his colleagues 1s far from being as 
unreasonable at it may seem at first glance: For the order 
on removal of the president of “Blasco” they could not 
find a signature more imposing than the signature of a 
deputy minister. The leading personages in Kiev are cer- 
tainly in no hurry to define themselves in their attitude 
toward the conflict surrounding the shipping company 
The silence of Leonid Kuchma ts particularly significant in 
this connection, since, according to certain data, he sym- 
pathizes with Mr. Kudyukin. And it can hardly be other- 
wise, if we consider the fact that the President of Ukraine 
himself is an active market supporter. Under the current 
conditions, the removal of Mr. Kudyukin would be tanta- 
mount to stopping the reformation of such a major eco- 
nomic structure of Ukraine as the Black Sea Shipping 
Company. And this step would deal a blow to Mr. Kuchma 
himself, as well as to the course of market transformations 
which he 1s implementing. 


In the meanwhile, the Black Sea Shipping Company, 
exhausted by the endless “palace intrigues,” 1s slowly but 
surely sinking to the bottom. The nervous atmosphere 
which has developed around the company 1s frightening 
away foreign clients. And those who already have finan- 
cial relations with “Blasco” most often resort to the most 
reliable method of self-insurance—seizure of the ships 
belonging to the company, so that in case anything 
happens they will go for compensation of its d. 
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BELARUS 


Obstacles Seen to Republic Europe Integration 
944K 2412A Moscow NEZAVISIMAYA GAZETA 
in Russian 20 Sep 94 p 3 


[Article by Yu. Karmanov: “En Route to Europe, the 
Republic May Stumble on Its Own Parliament”’} 


[FBIS Transiated Text] 


A Small Railroad Station at the Center of Attention 


Incomprehensible obstacles keep appearing on the way 
toward the understandable goal of Belarus to integrate 
with the European Union. The contradictory declaration 
by President Lukashenka which Uladzimir Syanko, the 
new minister of foreign affairs, is attempting to smooth 
out, the unregulated borders with the neighbors and 
primarily with Lithuania, as well as vague foreign policy 
goals and domestic instability certainly do not promote 
the desire to accept Belarus in Europe. At present it is 
probably just being studied and the fate of the country, 
which rejected nuclear weapons and declared itself 
neutral, rests on the outcome of that bride-show. 


The interstate relations of Lithuania and Belarus, which 
have been very cool until now, seem to be gradually 
thawing. Unsuccessful attempts to establish a dialogue 
between Minsk and Vilnius were undertaken back when 
Kebich was in office. The exaggerated scandal at that 
time around the Gadutishek border station reached its 
apogee this June. At the time the Presidium of the 
Supreme Soviet of Belarus adopted a decision for the 
earliest possible inclusion of Gadutishek as part of the 
Belarus Railroad. In addition, the Council of Ministers 
of Belarus was directed to ensure prior to | September 
1994 the transfer of a network of stations, including 
Gadutishek, to the Belarus Railroad, along with sections 
of railroad track located on the territory of Belarus but 
used until that time by Lithuania. The document also 
stated the following: “In case of further delay in resolu- 
tion of the question concerning Gadutishek station, it is 
necessary to consider the possibility of laying additional 
parallel tracks on the territory of Belarus.” Putting the 
question bluntly, the Belarus authorities utilized thc 
commotion during the presidential campaign, 
attempting to provoke a conflict with Lithuania. But the 
new authorities, particularly Minister of Foreign Affairs 
Uladzimir Syanko, after coming to the Ministry of 
Foreign Affairs [MFA], loudly declared that Belarus will 
strive to establish friendly relations primarily with its 
neighbors. The consequence of a softening in the posi- 
tion held by the Belarus MFA was the negotiating 
process that started with Lithuania, which should end 
with the conclusion of an agreement on delimitation and 
demarcation of the border, along with an interstate 
agreement regarding the establishment of good-neighbor 
relations. It is planned to sign them at the time of the 
visit by Aleksandr Lukashenka to Vilnius scheduled for 
23 September at the invitation of Algirdas Brazauskas. A 
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meeting of the foreign ministers of Lithuania and 
Belarus took place a few days ago in Minsk, in the course 
of which different ways of redistributing border territo- 
ries were discussed along with the draft friendship treaty. 
Belarus experts are currently in Vilnius planning to 
finish refining the prospects for future coexistence of the 
two neighboring states. A conversation between a 
NEZAVISIMAYA GAZETA correspondent and Vik- 
toras Baublis, ambassador of Belarus in Russia suggests 
that no difficulties with the draft treaties are anticipated. 
Almost all disputes have already been resolved in the 
treaty on friendship pertaining to the property of citizens 
of Lithuania in Belarus and citizens of Belarus in Lithua- 
nia. In accordance with the agreement on border demar- 
cation, Belarus will not be unyielding since, in resolving 
the problem of disputed border territories with 
Lithuania amicably, Belarus wins the support of 
Lithuania in its desire to integrate with the EU as soon as 
possible, and there the voice of the Baltic states is heard 
quite loudly, since after the clash in connection with 
withdrawal of Russian troops from Estonia they are 
receiving sufficient attention. Especially since Uladzimir 
Syanko has secured the support of Bonn during his 
recent working visit, and Germany 1s also prepared to 
extend assistance to Belarus on its path to entering the 
EU. 


It appears that the Belarus MF A 1s starting to understand 
the need for the soonest possible integration into Europe. 
Uladzimir Syanko started working on the prospects of 
Belarus joining the European NATO “Partnership for 
Peace” program, which resulted in a visit to Belarus by a 
delegation of NATO command personnel led by General 
Johr Waters, deputy commander of the NATO Com- 
bined Armed Forces in Europe. Let us recall that in 
March 1992 at an extraordinary session of the Council of 
the North Atlantic Alliance (SSAS) Belarus was admitted 
as a member of the SSAS, on the basis of which the 
“Partnership” was subsequently formed. The current 
visit of NATO representatives was brought about by the 
announcement made by Uladzimir Syanko regarding 
Belarus’ readiness to join the NATO program as early as 
September of this year. Minsk, however, is stipulating 
certain conditions for its entry. Uladzimir Syanko 
declared that for the time being Belarus will not take part 
in any military training exercises envisaged by the pro- 
gram and requiring considerable monetary outlays. It is 
specifically them, or rather their absence, that is a 
determining factor of the current foreign policy of 
Belarus. According to NEZAVISIMAYA GAZETA 
information, Belarus will attempt raising the question 
about a decrease in its UN membership fees at the 
September session of the UN General Assembly. 


After arriving in Minsk this week specifically to famil- 
iarize themselves with the program of anticrisis mea- 
sures in the economy prepared by the new cabinet of 
ministers, representatives of a specialized UN organiza- 
tion—the International Monetary Fund (IMF)—spoke 
about the need for the swiftest possible reorganization of 
the Belarus economy. The program was not shown in its 
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entirety to the IMF representatives and at this time they 
saw Only the part consisting of a memorandum on the 
economic policy of Belarus, which was sent to Wash- 
ington and received a sufficiently favorable response 
there. It is interesting that the program of anticrisis 
measures worked out by the government must be pre- 
sented for adoption at the session of the Supreme Soviet 
of Belarus on 27 September, while IMF representatives 
have to acquaint themselves with the program and either 
approve it or not right now. A very sharp turn is 
executed—the IMF is shown the draft signed under the 
rigid demands set forth by that organization and three 
credits are received from the IMF for a total sum of $500 
million, and then amendments are made to the program, 
which brings objections from the people’s deputies, who, 
by the way, are finding themselves in a position similar 
to that of August 1991. Managing to sit out the putsch 
(re-election of the Supreme Soviet of Belarus never did 
take place at that time), the vid Supreme Soviet, sensing 
that it is facing the prospect of early resignation, will 
atte. npt to bury the program. This is also feared by Mr. 
Midelkoop, the IMF representative who stated to a 
NEZAVISIMAYA GAZETA correspondent that should 
the IMF anticrisis program be approved but not adopted 
at the Supreme Soviet session, Belarus would still receive 
two credits for a sum of around $300 million which have 
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already been included in the estimate of IMF expendi- 
tures for this year, but the authority of Belarus in 
business circles in the West would suffer badly. In 
response to a request by NEZAVISIMAYA GAZETA to 
comment on such an outcome in the discussion of the 
anticrisis program at the Supreme Soviet, Mikhail Chy- 
hir, prime minister of Belarus, categorically rejected 
such a variant of the development of events at the 
session, apparently basing his confidence on the fact that 
the parliament, which quieted down following Lukash- 
enka’s election, as the great majority of them supported 
the candidacy of Kebich in the presidential elections, 
would be afraid to initiate an open confrontation with 
the president and would attempt to last until spring 
1995—the official deadline for the surrender of deputy 
mandates. If the program is still to be buried, it is 
difficult to predict Lukashenka’s behavior. He, for 
instance, could recall the promise given nationally some 
time ago by the current Supreme Soviet to dissolve itself 
and declare new parliamentary elections. In that case, 
however, Lukashenka will require a structure which 
could support his desire to -reate a hand-picked parlia- 
ment. Having quarreled with the leftists on the eve of 
presidential elections, and also under the conditions 
created by contradictory declarations and the unpopular 
hiking of prices, he would hardly be able to create it very 
fast. 
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Low Funding Seen Hurting Intelligence Agency 
944K2414A Yerevan LRAGIR in Armenian 18 Aug 94 p 3 


{Article by Aghasi Yenokyan: “KGB-SANS: Transition 
Crossroads’’] 


{[FBIS Translated Excerpt] [Passage omitted] The Min- 
istry of the Interior has been the subject of intense public 
scrutiny in recent months. In contrast the State Admin- 
istration for National Security [SANS], whose mission is 
to combat the nation’s internal and external enemies, has 
been exempt from such “attention” for understandable 
reasons. However, today the activities of these two 
law-enforcement bodies are coordinated at the same 
level government, and it is natural to assume that 
parallel processes are at work at the Ministry of the 
Interior and the SANS. Consequently, the situation in 
the SANS can be examined by drawing comparisons 
from corresponding developments at the Ministry of the 
Interior and using the bits of information that have 
appeared in the press. 


As is known, after the Armenian Pannational Movement 
won the elections it was announced that the State Secu- 
rity Committee must serve the national interests. Ashot 
Manucharyan, then an advisor to the prime minister, 
took on the task of giving a new meaning to the work of 
that organization. Husik Harutunyan returned from the 
Ministry of the Interior to the State Security Committee. 
He was then replaced by Valeri Poghosyan, who was 
later succeeded by Eduard Simonyants. Currently that 
position is occupied by Davit Shahnazaryan. 


Rapid changes in cadres are a common feature of all 
revolutions, and Armenia is no exception. However, as 
far as one can tell from press reports, the new leaders of 
the SANS have not been experienced “Chekists.”’ One 
can only presume that they have simply provided polit- 
ical leadership leaving specialized details to their depu- 
ties. Let us hope that those deputies are competent 
professionals. 


Such personnel changes in the upper echelons should 
have led to major changes in the middle and lower levels. 
However, there is no information that there is any 
specialized training institute in Armenia for that pur- 
pose. One can only assume that, either there is such an 
institute but it is supersecret, or large sums are being 
spent to 1etrain personnel in other countries (after which, 
obviously, it 062 would be hard to tell for which country 
a given agent would work), or the SANS is saturated with 
casual staff. The last possibility reinforces the practice 
common in this country of lateral movements among 
different departments. For example the border defense 
forces were organized without differentiating among 
resources and are part of the SANS structure. Mean- 
while, there were rumors recently that the SANS is in the 
process of recruiting 1,000 staff members. It is under- 
standable that these latest recruits will also not be the 
best specialists. 
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In this confusion over personnel, “minor” issues such as 
whether a nonmilitary person should be given the highest 
military rank escape attention. 


During the Soviet period, the Ministry of the Interior 
and the KGB were different in the sense that the 
employees of the former were paid low wages on the 
assumption that they could find other, not so honorable, 
sources of income. In contrast, high pay and other 
privileges were part of the reason for the high level of 
discipline among state security employees who were 
forced to work honorably in order not to lose those 
privileges. Today the pay scales in the two organizations 
are the same. Bribery among policemen is so widespread 
that sometimes we do not notice it. Even if there 1s no 
similar phenomenon in the SANS, one must assume that 
today its employees maintain their honor and resist the 
temptation of not going hungry with great difficulty. 
These staffing problems are further aggravated by issues 
such as the existence of parallel structures in the Min- 
istry of the Interior and the SANS, meaning that the poor 
reputation of the police force 1s spreading to the national 
security infrastructure, the negligible supplemental pay 
for higher ranks; and the unprecedented rise of the newly 
identified Chekists to high positions and ranks. 


Naturally the low salaries are determined by Armenia's 
complicated economic situation. For the same reason 
funding for technical means or other similar objectives ts 
also unsatisfactory. In these circumstances it would be 
possible to put in place the most rudimentary measures 
for the country’s security, for example the choice of 
buildings for foreign missions. Because of some incom- 
prehensible negligence, for example, China or the United 
States not only have access to the best technical intelli- 
gence means, but can also obtain supersecret informa- 
tion from the presidential complex, the ministry of 
foreign affairs or the Supreme Council with ‘he simplest 
pair of binoculars. 


The republic 1s in a critical economic state, and naturally 
the SANS 1s not allocated the necessary resources. In 
these circumstances, if the state is unable to conduct the 
intelligence activities essential to ensure national secu- 
rity, it must at least be able to undertake counterintelli- 
gence measures. But the information “transparency” 
mentioned above and the farce associated with the arrest 
of foreign spy Vahan Avagyan indicate that the battle 
against spies also needs improvement. Instead of using 
the existing scant resources for the purpose of intelli- 
gence gathering and counterintelligence, according to the 
PAST news agency, the SANS is rebuilding its depart- 
ment of 062 ideological struggle. 


Clearly there are three related basic problems at the 
SANS: personnel, finance and organization. All these 
create a psychological atmosphere which not only does 
not contribute to creative work but is also dangerous and 
unacceptable for a country that 1s surrounded by ene- 
mies and is under time pressure. [passage omitted] 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 

















FBIS-USR-94-111 
13 October 1994 


It is ironic that the former heads of the SANS made it 
their principal task to famiharize themselves with “dos- 
siers.”’ Now, without feeling any responsibility for the 
mistakes that have been made and the opportunities that 
have been lost, forgetting their leadership roles in the 
national security apparatus, they take up microphones 
and engage in blackmail by threatening to publicize the 
names of secret agents working among their former 
friends or current journalists. One is immediately 
reminded of the biblical to the beam in one’s own eye 
and the mote in someone else's. 


Poll Surveys Popularity of Political Parties, 
Newspapers 
944K 2414B Yerevan AZG in Armenian 16 Aug 94 p 2 


[Unattriuted repo ..] 


[FBIS Translated Excerpt] In late July the 2-A research 
service polled people in the Yerevan region on questions 
related to the work of political parties. The questions 
were posed to a group of professionals (176 firm expo- 
nents of public opinion) and a observation group (748 
telephone subscribers). In terms of their constitution 
neither group are representative for absolutely reliable 
results, but they echo the trends of changes unfolding in 
public consciousness quite accurately. 


Having summarized the results of the survey, we present 
to the readers the most interesting pieces of information. 


According to the respondents YERKIR [published by 
the Armenian Revolutionary Federation or the Dashnak 
Party] and AZG [published by the Democratic Liberal or 
Ramgavar Party] retain their leading positions in the 
party-affiliated press in the republic. However, com- 
pared to last year AZG has widened its lead over 
YERKIR (with 34.7 and 31.5 percent of respondents 
expressing a preference for the two papers, respectively ). 
The other papers mentioned are: HANRAPETAKAN 
[organ of the Republican Party] (15.4 percent), ANKA- 
KHUTYUN [organ of the National Self-determination 
Union] (12.8 percent), MER KHOSK [Our Word, 
unknown affiliation] (8.1 percent) and others. 


The answers to the question ““Which political party in 
the republic do you prefer most?” were distributed as 
follows: In the group of professionals: Armenian Revo- 
lutionary Federation [ARF] 19.7 percent; Communist 
Party of Armenia [CPA] 15.3 percent; Democratic Lib- 
eral Party of Armenia 6.9 percent [DLPA]; Armenian 
Pannational Movement [APM] 6.8 percent; National 
Self-Determination Union [NSU] 4.8 percent; other par- 
ties 35.7 percent; none 35.7 percent. In addition, 6.3 
percent could not give a definite answer. 


In the observation group: CPA 18.1 percent; ARF 17.3 
percent; APM 7.9 percent; NSU 6.2 percent; DLPA 5.1 
percent; other parties 4.9 percent; none 29.3 percent. In 
addition, 11.2 percent could not give definite answer. 
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It is not hard to notice that the ratings of the leading parties 
has 062 declined a litthe compared to fall 1993, and that the 
NSU and DLPA have climbed from “other parties” into the 
ranks of leading parties. The communists are at the top for 
the first time, edging out the ARF by a small margin. 


The answers to the question “In your opinion which 
party is working the most productively and will be able 
to overcome the difficulties of the election process?” 
were distributed as follows: CPA 18.3 percent; ARF 16.8 
percent, APM 8.5 percent, DLPA 5.6 percent, NSU 5.4 
percent, no answer 35.0 percent. In addition, 10.4 per- 
cent could not give a definite answer. Here the answers 
of both the professional group and the observation group 
duplicate the distribution of their party preferences. 
[passage omitted] 


ASALA Condemns Official Contacts with Prisoner 
YIAK OFAC Yerevan AZG in Armentan 25 Aug 94 p 2 


[EF BIS Translated Text] Yesterday AZG received a press 
release from the information center of ASALA [Arme- 
nian Secret Army for the Liberation of Armenia] in 
Sweden. The release refers to the letter of appeal by 
Varuzhan Karapetyan, who has been imprisoned for 11 
years in French jails, and expresses “understanding” for 
the personal motivations mentioned in the said letter. 
The release states that itis well known who have abused 
their rights to visit Karapetyan and why and how they 
have advised him to issue such an appeal acting at the 
urging of a “certain tier” of the Armenian government. 
The press release adds that the said tier of the Armenian 
government believes that with such conspiratorial activ- 
ities they can sway ASALA from its basic mission, that 1s 
the struggle for the liberation of Western Armenia, and 
“draw [ASALA] into intra-Armemian conflicts.” 


The press release concludes that ASALA will always con- 
tinue its struggle relentlessly, not only by standing up for its 
somrades in prison and working for their release, but also by 
shattering all conspiracies and traps blocking that path. 


The press release does not specify what 1t means by the 
phrase ‘certain tier of the Armenian government.” We 
can only guess who they are. 


Armenian Communists Plan Active Political 
Participation 


944K2414D Yerevan AZG in Armenian 23 Aug 94 pp 1, 2 


[Report by Hakob Asatryan] 


[FBIS Translated Excerpt] “With the 31st Congress of 
the Communist Party of Armema [CPA], the complex 
task of rebuilding the party’s new structures was com- 
pleted.”’ It was with this declaration that Sergey Bada- 
lyan, the first secretary of the CPA Central Committee, 
started his press conference yesterday. He said that in the 
intervening period the CPA reappraised its past course 
and has now begun the second phase: active and open 
political activity. [passage omitted] 
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What are the causes of the communists’ current rejyuvena- 
tion? Mr Badalyan tried to answer this question by noting 
that the anticommunist frenzy in the public has been 
overcome and that today the CPA ts trying to look more 
realistically at both the past and the future. Thus the CPA ts 
preparing to participate actively in politics; believes that the 
current government has led our people into an impasse, and 
the domestic and foreign policies being implemented are 
contrary to our people’s interests. However, the communists 
also oppose the destabilization of the situation and revolu- 
tionarism; they believe that the issue of who assumes power 
can only be resolved by legal electio..s. The CPA bases its 
future plans on participating in democratic elections, 
restoring the new socialist state and stabilizing the economy. 
Sergey Badalyan said that the socialist economic system 
must be accompanied by market relations, such as in China. 
That would be followed by the multiparty and multistruc- 
tural economic phase. Stating that the intellectual soaring of 
the Armenian people manifested itself most brilliantly in the 
‘golden period” of the last 70 years, Mr Badalyan declared 
that what existed in the past must be replaced by ‘a new 
union of independent states” and that, within that frame- 
work, close ties with Russia must be developed in every 
respect. According to the CPA, Karabakh must enter that 
new union as a separate entity, thus settling the conflict to a 
large extent. [passage omitted] 


Mr Badalyan stated that the CPA is prepared to collaborate 
with the socialist Armenian Revolutionary Federation 
[Dashnak Party], but that before the elections it can enter 
the political arena only by forming 062 a left- 
socialist-leaning alliance with the Democratic Party and the 
Agrarian Party to compete against the already declared 
rightist forces. The first secretary said: ‘We are very pleased 
that there is already talk about the return of the ghost of 
communism.” He added that his party's tactics of prefer- 
ence will be determined largely by the law on elections. Mr 
Badalyan said: “If we win more than 50 percent of the vote, 
we will not form a coalition government. However, if our 
support is less than 50 percent we will negotiate.” 


Responding to a question on how much influence the 
Russian Communist Party has over the CPA, Sergey 
Badalyan said that relations between the two parties are 
based on equality and that even the Russian Communist 
Party is taking advantage of the experience of the Arme- 
nian communists in the last few years. However, Mr 
Badalyan did not agree with the assertion that the 
ideological center of the [Russian] Communist Party 
may be moved to Yerevan. 


Light Industry Performance Detailed 
944K2414E Yerevan YERKIR in Armenian 19 Aug 94 p 4 


[Article by Kim Hovhannisyan, candidate of economic 
sciences: “Light Industry in a State of Strangulation’’] 


[FBIS Translated Excerpt] The traditional product 
range, production areas and personnel of the republic's 
industry are steadily contracting. Industrial equipment, 
machinery and buildings are in a state of moral and 
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physical disrepair. The condition of the industry sector, 
the driving force of the national economy, 1s still far 
from satisfactory. Although, by some indicators, indus- 
trial production recorded a slight positive movement in 
the first half of 1994 compared to the corresponding 
period of last year, when those figures are compared to 
appropriate indicators in the 1980's—even years in 
which there were strikes—we see that the industry sector 
1s Stull in a deep crisis. Furthermore there are no encour- 
aging trends to end that crisis. [passage omitted] 


Let us try to iliustrate the situation in the industry sector 
by examining certain indicators related to light industry, 
which 1s one of the leading and most important branches 
of the industry sector 


As of July | of this year, there were 145 enterprises and 
Organizations registered with the Ministry of Light 
Industry. Of these 122 were industnal organizations, 19 
were trade organizations and the rest were accounting 
centers, economic central reserves, AT2’s [last two as 
published] and so called “scientific-industrial” concerns. 


As 1s known, the enterprises and organizations that were 
formerly affiliated with the Ministry of Local Industry 
are now affiliated with the Ministry of Light Industry. 


In the last 3 to 4 years many enterprises were disbanded 
and their factories, branches and product lines became 
autonomous. 


The Ministry of Light Industry set a target production 
level of 2,021.7 million dram (in actual prices) for the 
first half of 1994. Of this target only 765.7 million dram 
worth of production was realized. The index of the 
physical volume of production stood at 104.2 percent 
062 in the first half of 1994 compared to the corre- 
sponding period of 1993. The same indicator was 101.9 
percent for June 1994 compared to June 1993. The 
sector delivered finished products worth 1,657.8 million 
which 1s considerably higher than the corresponding 
figure for the same period of last year. This amount 
constituted 82 percent of what was targeted. Of this 
amount, the value of products delivered to the CIS and 
other foreign countries totaled 419.8 million dram and 
37 1 million dram, respectively. [passage omitted] 


Asin the overall national economy, the average number of 
people working in this sector declined from 72,087 to 
63,494 fover the period of comparison]. It would not be 
superfluous to mention that more than 100,000 people 
worked in the enterprises affiliated with the Ministry of 
Light Industry (without counting those employed by enter- 
prises affiliated with the Ministry of Local Industry). 


It can be concluded from the indicators cited that a 
revitalization can be observed in the enterprises of the 
sector. However, what is the reality? Only 55 of the 133 
enterprises affiliated with the ministry have maintained 
their 1993 production level. 


The condition of the enterprises formerly affiliated with 
the Ministry of Local Industry and their former branches 
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and manufacturing facilities located in rural areas and 
towns is especially bad (for example, the tricotage factory 
in Dilijan, the sewing factory in Akhuryan, the home 
products combine in ljevan, the sewing factory in Tashir, 
the folk art objects combine in Sevan, the embroidery 
factory in Stepanavan, the sewing factory in Pemzashen, 
the folk art factory in Yerevan and so forth). 


Many other sewing and shoe factories would have been 
in a much worse situation had it ot been for the military 
orders. 


The condition of the shops affiliated with these enter- 
prises is also not very enviable. Eight of these shops 
operated at a loss. 


In none of the basic production categories of the sector 
was last year’s production level surpassed. Indeed there 
were substantial declines in all of them. 


This raises a question: If, in the first half of 1994, light 
industry enterprises fell short of matching the production 
levels of the corresponding period of last year in all basic 
production categories, then how can the indicators for the 
physical volume of production, accounted revenues, real- 
ization and delivery match or exceed the same indicators 
for the corresponding period of last year? The following 
factors most probably contribute to that paradox: 


1. The rise in prices associated with price hikes for raw 
materials, semi-finished manufactures, electrical 
energy and so forth. 


2. Changes in product range, that is the production of 
profitable goods not included in the sector. 


3. Artificial inflation in the prices of targeted goods. 


4. The inclusion of goods produced last year but kept in 
storage. 


The decline in the production of basic categories of 
goods in the sector is unprecedented relative to not only 
the January-June 1993 period but also the other crisis 
years. 


In the years prior to Armenia’s independence, enter- 
prises affiliated with the Ministry of Light Industry 
produced 30 to 35 pairs of socks, 25-30 units of woven 
underwear, 10-12 units of woven overwear and 6 to 7 
pairs of leather shoes for each citizen of Armenia. 


What is the situation today? 


If the pace of the first half of this year continues, 1.5 to 
1.6 pairs of socks, | unit of woven underwear and 
overwear each and 0.5 pairs of leather shoes will pro- 
duced for each Armenian citizen in 1994. I believe any 
comments are unnecessary. 


And what has been done in the last 3 to 4 years? 


Two ministers and their deputies, scores of directors, 
chief engineers and their deputies were replaced. 
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Instead of picking competent personnel for the sector, 
arbitrary changes were made. People were dismissed 
without considering their experience, professionalism or 
background. In the last | and ') years there was a 
“massacre” of executive cadres in the enterprises (some 
of them have been reinstated), and production suffered 
as a result. Let us hope that the new minister does not 
take such mindless steps. 


Nothing has been done in the area of new technology and 
equipment. On the contrary, some enterprises have sold 
even the older machines to private cooperatives. The 
sector has a very large number of production resources in 
a state of moral and physical disrepair. 


Virtually nothing has been done or 1s being done in the 
area of procuring local raw materials (wool, leather, 
skins). If these trends Continue, Armenia will soon cease 
to have any capability to weave woolen products 
including rugs and carpets, and shoe manufacturing 
enterprises will have to buy their entire raw material 
needs from abroad 


As has been noted above 25 to 30 enterprises formerly 
affiliated with the Ministry of Local Industry have now 
been turned over to the Ministry of Light Industry. 
These enterprises are not in any way related with the 
light industry sector (they manufacture products such as 
bicycles, pottery, artistic dyes, locks and so forth). Such 
enterprises must be turned over to the appropriate 
branches of the Ministry of Industry or the Ministry of 
the Economy. 


The Ministry of Light Industry needs serious structural 
changes. Many traditional departments (technical, tech- 
nological, economic, 062 scientific, personnel, branches) 
have long become obsolete and must be disbanded. In 
their stead services related to legal matters and foreign 
economic relations must be expanded. 


Finally it 1s time to strengthen working, accounting and 
technological discipline in the enterprises. [passage 
omitted] 


Extension of Ruling Party Formed in Diaspora 


Creation of New Party Announced 
944K 2415A Yerevan HAYASTANI 
HANRAPETUTYUN tn Armenian 11 Aug 94 p 3 


[Appeal to the Armenian People’ by the Fo nding 
Administration of the Diaspora Armenian Pannational 
Movement] 


[FBIS Translated Excerpt} The passive onlooker’s role 
some of the exiled parties of the Diaspora have played in 
the unfolding of the second Armenian Revolution, the 
Karabakh movement and Armenia’s independence pro- 
cess was a critical historical mistake. The negative oppo- 
sition of those parties in today’s democratic conditions 
of our independent state and their hostility to Armenia's 
nationalist leadership, which arose from the Karabakh 
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movement, cannot be acceptable to the rational political 
constituency of the Diaspora. [passage omitted] 


The influence of Armenians who have emigrated from 
Armenia 1s growing in the Diaspora, particularly in Los 
Angeles. This particular constituency of the Armenian 
nation has always kept alive its sentiment of considering 
the Republic of Armenia as its true fatherland, sharing 
equally the hardships and successes of the people and 
state of Armenia. However, this segment of the Arme- 
nian nation has always been isolated by certain political 
parties of the Diaspora. 


The rational political constituency of the Diaspora must 
assume its responsibilities today in collaboration with 
the Armenian Pannational Movement [APM], the van- 
guard of the new national movement that took shape in 
Armenia over the last 10 years. 


In order to pursue that goal in an organized manner 
today we declare the creation of the Diaspora Armenian 
Pannational Movement [DAPM] in Los Angeles. 


The DAPM will contribute, above else, to the stabiliza- 
tion and consolidation of Armenia’s statehood. 


The DAPM will contribute to the unity of the Diaspora 
masses around the Armenian state. Today the Armenian 
nation rejects the damage that the negative opposition 
forces have caused to the Armenian state with 062 their 
destructive battle against the government. 


The DAPM will contribute to the Armenian Fund and 
the process of establishing a pannational tax system. 


The DAPM will contribute to financial assistance efforts 
for Armenia and Artsakh. 


The DAPM will contribute to the propaganda work in 
the West, especially in the United States, for the just 
resolution of the Artsakh cause based on the interna- 
tional principle of the right of national self- 
determination. 


The DAPM believes that the most important factor in 
the strengthening of the Armenian state is the improve- 
ment of Armenia’s economy. The DAPM will contribute 
to the rapid and effective measures the Armenian state 
takes toward the establishment of free market relations, 
privatization and denationalization. 


The DAPM will coalesce the potential of scientists and 
entreprer urs within itself to procure for our republic 
useful information and mutually beneficial contracts, 
utilizing opportunities present in the United States. 


The process of granting Diaspora Armenians Armenian 
citizenship is of fundamental importance to the DAPM. 
The concept of returning, settling and investing in 
Armenia as well as paying repeated visits to Armenia 
must have a special place in pan-Armenian propaganda. 


Today it is imperative to instill in our people a sense of 
self-improvement with united forces and the awareness 
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of the need for the establishment of a collective national 
will. Today we should be led not by party factionalism 
but by the concept of a single united nation. The DAPM 
is the torch-bearer of this idea. 


We are convinced that a great majority of the Armenian 
intelligentsia of the Diaspora desires to take part in this 
genuinely constructive venture rather than watch pas- 
sively from the sidelines the destructive policy that some 
Diaspora parties have unleashed against our state. 


Today a pan-Armenian character must be given to the 
consolidation of the concept of Armenian independent 
statehood as well as the very important imperative of 
fortifying and stabilizing the structure of the Armenian 
state. Let us contribute to this collective objective with 
united forces. 


All those who wish to join or help the DAPM can contact 
the Founding Administration at (310)-693-3093. 


Motives, Consequences Examined 
944K 2415A Yerevan AZG in Armenian 19 Aug 94 p 4 


[Article by AZG editor-in-chief Hakob Avedikyan: 
“(D)APM, or a New Party in Diaspora?”’} 


{[FBIS Translated Excerpt] The announcement entitled 
“Appeal to the Armenian People” published in the 11 
August edition of HAYASTANI HANRAPETUTYUN 
promises to offer plenty of material for introspection and 
comments to our press in both the Diaspora and 
Armenia. Not so much because it contains deep-rooted 
ideas (on the contrary, the material written in sloppy 
language, a semi-literate mixture of eastern and western 
Armenian, “shines” only in its superficiality, semi- 
cooked ideas and unconcealed motives) but because it 
presages a whole new development in Armenian life 
which, if realized, promises to create new ripples in the 
already murky waters of Diaspora Armenian affairs. 


The “Appeal” declares to everyone that a new party has 
been created in the Diaspora. Apparently an organiza- 
tion of people who have emigrated from Armenia has 
effectively joined a party exported from Armenia to 
form the Diaspora Armenian Pannational Movement 
[DAPM]. Here the contradiction contained in the name 
(Diaspora-Pannational) is not so important. What 1s 
important is not the name but the content and its goals. 
Let us examine those without pretending to be exhaus- 
tive because future developments may provide inter- 
esting new material for a more comprehensive analysis. 


As the “Appeal” states the locale for the creation of the 
DAPM is Los Angeles, and it appears that it will be 
confined to that area where the largest number of emi- 
gres from Armenia live. These emigres have been an 
inert force in the national political sense since the 
1970's. Our traditional parties as well as the Church and 
the Armenian General Benevolent Union, based on their 
programed policy of not encouraging emigration from 
Armenia, kept these masses away from themselves for a 
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long time. That situation was exacerbated by differences 
in psychology and mentality between emigres from 
Armenia and the other segments of the Diaspora com- 
munities—who find it equally difficult to mix with each 
other. That is why the majority of emigres from Armenia 
have lived ir ghetto-style isolation for nearly 15 years, 
having resigned to the newly found rules of American 
society and the good and bad habits brought from 
Armenia. In other words, a national internal integration 
has not occurred in the Diaspora. [passage omitted] 


In these circumstances there does not seem to be any- 
thing unusual about the political self-organization of 
natural forces within a party. However, judging from the 
content of the “Appeal” that force 1s unfortunately being 
organized against and at the expense of the other forces, 
to which the “Appeal’’ refers with the fuzzy expression 
“certain political parties of the Diaspora.”’ The party has 
been formed against the other parties of the Diaspora, in 
particular the opposition Armenian Revolutionary Fed- 
eration [Dashnak Party], as well as the tolerant- 
cooperative Democratic [Ramgavar] Liberal Party and 
the unconditionally supportive Social Democratic 
Clarion [Hunchak] Party. This newly formed force will 
most probably be anti-Dashnak by principle, anti- 
Ramgavar by nature, and anti-Hunchak in the final 
analysis. It is also likely to confuse the local nonparty- 
affiliated 062 circles which are already displeased with 
the presence of three political parties and the meaning- 
less internal rivalries. [passage omitted] 


Perhaps I am overestimating the meaning of the 
‘Appeal’ —which does not even have an author or the 
signatures of the founders—that appeared in our official 
government paper. The newly established party does not 
have an address except for a single telephone number. 
However given our electoral approaches, that are 
increasingly becoming rooted in party fanaticism, as well 
as factionalism and intolerance, and the opportunities 
presented by the presidential show called “Bravo Arme- 
nia’’ that is planned in Los Angeles in the near future, | 
am afraid that the party strings that extend from Yer- 
evan to California will at some point result in additional 
fragmentation of the Diaspora and hurt also our state- 
hood. 


Finally, | cannot help expressing three thoughts based on 
impressions from reading the “Appeal”: 


a) Does the view by the president of the republic that 
our traditional parties in the Diaspora are anachro- 
nistic apply to the newly created party? 


b) What will happen to the DAPM if, let us say, the 
APM loses power or dissolves itself some day? 


c) What position will the DAPM take with regard to the 
“stabilization and consolidation of Armenian state- 
hood” if the president of the republic is not reelected 
in the coming elections or if he is reelected without 
APM support? 
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Parliament Situation Seen As ‘Tragicomic’ 


954K0035A Yerevan AZATAMART in Russian 
No 39, 4-10 Oct 94 p 4 


[Article by Armen Vardanyan: ‘‘Parliament Before Par- 
liamentary Elections’’] 


[FBIS Translated Text] The regular three-day meetings 
of the Supreme Council of the Republic of Armenia of 
the ninth convocation continued last week. Judging from 
the atmosphere that prevailed in the parliament, each 
day one can feel more and more the anticipation of the 
next parliamentary elections. In such a situation it 1s 
quite predictable that things will become livelier. But the 
latest three-day meetings, from the standpoint of the 
narliamentary struggle, provided food for serious 
thought. The parliament's current condition can justifi- 
ably be characterized as tragicomic. And it was certainly 
not without reason that the satiric weekly VOZNI covers 
parliamentary work more typically than the political 
press. 


The second three-day session 1s already under way, and 
the most important issues, the ones that it was most 
difficult to place on the agenda and those that require an 
immediate solution, are again being bypassed. Ignoring 
such issues as the draft law “On Elections of Deputies to 
the Supreme Council of the Republic of Armenia” and 
the law “On Citizenship in the Republic of Armenia” 
and the prolongation of the time periods for adopting 
them give one every reason to assume that in the neai 
future the already tense atmosphere will heat up even 
more. 


The first working day in parliament began with a discus- 
sion of the question of making amendments to the law on 
profit tax, which was not completed at the previous 
session. The prime minister spoke on this issue with his 
unique style, predetermining a not so unexpected result 
of the voting. 


Then the parliament began to vote on other issues left 
over from the previous session. 


During this three-day session, parliament exposed itself 
from all sides. At the end of the first work day, the 
deputies who were in the hall witnessed an already 
forgotten form of parliamentary struggle, whereby an 
attempt was made to resolve certain financial issues 
related to a most important food product (oil) by two 
methods simultaneously: with fisticuffs and the language 
that goes with them. But this form of parliamentary work 
was stopped, after which the parliament began to discuss 
the consequences of what had happened. And in order to 
eliminate the latter, there arose a need to move on to a 
discovery of the reasons for this phenomenon. 


Then the parliament began its regular editorial work. 
This time, at the request of the president of the Republic 
of Armenia the Land Code of the Republic of Armenia 
was subjected to reworking. 
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The second work day began with the usual “overtures — 
a dialogue between Artsak Sadoyan and Artashes 
Tumanyan, which lasted a couple of minutes. The cen- 
tral issue of the three-day parliament session can rightly 
be considered to be the question of indexation of 
deposits in savings banks, which was raised by the 
permanent commission on financial-credit and budget 
problems. Before raising the question, a member of the 
aforementioned commission, Seyran Avakyan, sug- 
gested filming the entire process of the discussion and 
showing it on television in the evening. 


When the question was being raised, it was noted that 
during the past four years Armenia’s domestic debt had 
amounted to $900 million. Emphasizing the need to 
return the money to the population, Seyran Avakyan 
presented the commission's viewpoint on ways out of the 
situation that had developed. 


The first way was to pay off the debt from the state 
budget, but, taking into account the circumstance that 
the annual income of the state budget is $50 million, 
according to the most modest calculations the debt could 
be repaid in 90 years. 


But Seyran Avakyan expressed his conviction that this 
problem could be solved by contributing to the process 
of privatization that is under way in Armenia. According 
to the cata cited, Armenia's basic costs amount to $60 
billion, only about 27 billion of which are in industry. 
The value of small privatized facilities is $2 billion. A 
commission member assures us that, according to the 
latest estimates, the monetary funds in the hands of the 
population are equivalent to $150 million at best. As a 
result, doubts were expressed about the possibility of a 
normal process of privatization under these conditions. 
The only way out of the situation that was suggested was 
to return some of the money to the population in the 
form of securities. 


Deputy Finance Minister Avanisyan was authorized to 
act on behalf of the government regarding this issue, and 
in his speech he gave figures that are diametrically 
opposed to these. According to these figures, Armenia’s 
basic costs amount to not $60 billion but, as of 10 June 
1993, 53 billion drams. It is not out of place to recall that 
drams were officially put into circulation in November 
1993. In all cases Mr. Avanisyan established an exchange 
rate between the dram, which was not yet in circulation, 
and the dollar: for one U.S. dollar—10 drams. Also 
worthy of attention is the statement of the deputy 
minister to the effect that the current authorities are not 
liable for old debts. And it is no wonder that after these 
statements 16 more deputies wanted to speak. Arshak 
Sadoyan stated once again in his speech that the people 
are being robbed, and Artashes Tumanyan, who was in 
charge, demanded from the speaker that he stick to the 
subject. After a brief exchange, Arshal Sadoyan spoke for 
two minutes and 20 seconds on the subject at hand. 


The next speech was more like good advice addressed to 
the government. Ferdinand Kazaryan indicated that it is 
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necessary to normalize relations between the state and 
the citizens, the first condition for which 1s to repay 
debts to the population. 


Some of the speeches were put off until the next day. and 
the parliament began to answer questions from the depu- 
ties. In order to respond to the inquiry from the permanent 
commission on legal issues related to the appointment of 
Andranik Kocharyan as the president's authorized repre- 
sentative in the Shirak region, the floor was turned over to 
the chief of the government legal division, Mr. Topuzyan. 
From his speech it was learned that the work of the 
authorized representative (in the past, the deputy minister 
of defense) is paid for at the old rate. If one takes into 
account the fact that the present deputy minister receives 
wages from the same source, one can assume that both 
officials are working at half pay. 


Responding to the argument of the chairman of the 
permanent commission on legal questions, Kim Balayan, 
about the fact that the law provides. if necessary in the 
corresponding region, for creating a commission of 
authorized representatives but not for appointing a rep- 
resentative, Mr. Topuzyan said that the government has 
the right to take such steps and that in a certain sense it 
is the source of the law. 


Then the parliament heard a response to the question from 
Kachik Stamboltsyan regarding the disaster zone, which 
was asked by the chairman of the temporary commission 
created for this purpose, Karapet Rubinyan. The discus- 
sion by the two deputies of one of the most important 
issues for the republic quickly turned into a mutual clari- 
fication of issues related to the merits of each of them, and 
an important problem was simply forgotten. 


The third day was devoted to a continuation of speeches 
regarding deposits of the population. The majority of the 
speakers called for returning the deposits to the deposi- 
tors. Parties represented in parliament supported this 
proposal as well. Disagreements arose only with regard 
to the time periods for returning the debt. 


Leonid Akopyan spoke on behalf of the parliament 
faction of the communist party. He noted that similar 
problems were reflected in the party program. He sug- 
gested returning deposits to the population in a short 
period of time, taking inflation into account. 


Similar proposals were made by the : cpresentative of the 
faction from the AOD [Armenian N2:ional Movement], 
Eduard Yegoryan, and the representative of the faction 
of the Ramkavar-Azatakan Party, Mels Sazkyan. Repre- 
senting the viewpoint of the ARF Dashnaktsutyun fac- 
tion regarding this issue, Ovik Agazaryan emphasized 
the objective factors in the difficult situation that had 
been created in the republic, but still he characterized as 
unforgivable the fact that the government is not taking 
steps to rectify it. On behalf of the parliament faction 
Dashnaktsutyun he suggested that the government be 
instructed within a month's time to submit for the 
consideration of the Supreme Council a draft resolution 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 











FBIS-USR-94-111 
13 October 1994 


of this issue based on the following three provisions: a) 
when settling accounts, the rates of inflation should be 
used as guidelines; b) the part of the deposits of the 
population that cannot be returned in cash should be 
turned into securities, thus providing for their participa- 
tion in privatization; c) the state’s debt to the population 
should be paid before | January 1997. 


As a result, a draft resolution was adopted, according to 
which the proposal on indexation of deposits of the 
populaton is to be submitted to the parliament for 
discussion before | December 1994. 


At the conclusion of the session, at the suggestion of Artashes 
Tumanyan, the parliament began to work on making amend- 
ments to the law on private and destatization. 


Bagratyan Speaks at World Bank, IMF Session 


954K0061A Yerevan RESPUBLIKA ARMENIYA 
in Russian 7 Oct 94 p 1 


[Text of the presentation of Prime Minister of the 
Republic of Armenia Grant Bagratyan at the annual 
meeting of the World Bank and the International Mon- 
etary Fund, delivered in Madrid on 5 October 1994] 


[FBIS Translated Text] Mr. Chairman, ladies and 
gentlemen! 


1. Over the elapsed year, we have experienced severe 
tribulations. Our meager energy resources were 
mainly directed into production sectors, the budget 
was severely cut; interest rates were substantially 
increased; credit subsidies were almost eliminated, 
and the money supply growth was contained. As a 
result, the dram, our national currency, stabilized, 
and inflation was moderate. As compared to January, 
inflation was brought down from 82.5 percent to 9 
percent in July and about 3.7 percent in August. In 
the first half of this year, the gross domestic product 
increased by 2.7 percent, and the volume of industrial 
production grew by 4 percent. All of this was achieved 
in extremely difficult circumstances of a blockade and 
economic transformations. 


2. The structural reforms we began in 1991 continued 
and intensified. We have reached by now a national 
consensus regarding the conduct of large-scale priva- 
tization, which is currently being successfully imple- 
mented. Trade was increasingly liberalized, and today 
Armenia has one of the most open economies in the 
world. We have practically no quantitative restric- 
tions—there are only minimal custom duties on some 
categories of most important products. A reform is 
currently under way in the banking sector, and the 
National Bank is now functioning in the mode of a 
Western central bank. Social programs are being 
restructured in such a way that allows for the 
switching from subsidies to the entire population to 
programs targeted at the most vulnerable population 
strata. All of this we achieved through democratic, 
parliamentary methods. 
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3. We have also made achievements in the political 
sphere. At the cost of tremendous effort, the regional 
conflict in Nagornyy Karabakh 1s on its way to a 
resolution. The foundations have been established for 
a negotiations process, and a cease-fire has been in 
effect since May of this year. 


4. Foreign policy over this period of economic transfor- 
mations is of decisive importance for maintaining the 
momentum of reforms and minimizing economic 
difficulties. Therefore, I instructed my economic 
team and chief specialists to give the highest priority 
to the development, jointly with Bretton Woods insti- 
tutions, of reliable programs of stabilization, struc- 
tural reform, and development. Negotiations are 
under way with the International Monetary Fund on 
a loan for a program of systemic transformations, and 
a World Bank mission is expected to visit Yerevan in 
the middle of October to develop the program of 
economic recovery. We hope that this fall a meeting 
of the Consultative Group for Assistance in Cooper- 
ation of Donor Countries will be organized. The 
aforementioned is a priority for Armenia, and I am 
convinced that comprehensive programs will be 
developed and begin to be implemented before the 
end of this year. Since Armenia's solvency during this 
transitional period 1s very limited, I appeal to the 
donor community to provide us with aid on prefer- 
ential terms, and to the World Bank group—to con- 
siderably increase the International Development 
Association's loans to our country. 


5. I would like to thank the Bank and the Fund for their 
help to Armenia, especially for their recent cooperation 
in the development of reliable programs for stabiliza- 
tion and structural regulation. The people of Armenia 
have lived through a lot of deprivation over this tran- 
sition period and are full of hope for positive results of 
the reforms. Your timely aid will supplement our 
efforts and will help these hopes to come true. 


On the other hand, however, the absence of timely help 
will slow down and postpone the results to the point where 
the people may question the fate of the reforms and may 
lean in the direction of restoration of the old order. 


Thank you. 


Text of Aliyev State of Emergency Decree 


954K0060A Baku BAKINSKIY RABOCHIY in Russian 
7 Oct 94 pl 


[Edict of the president of the Azerbaijan Republic: “On 
Declaration of a State of Emergency in the Capital of the 
Azerbaijan Republic and the City of Baku” 


[FBIS Translated Text] Recently there has been a 
marked rise in criminal activity of individuals and 
terrorist groups serving enemies of the Motherland in 
order to destroy the stability that has been established as 
a result of the foreign and domestic policy pursued by the 
state of Azerbaijan. These forces are striving at any price 
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to increase the tension in the sociopolitical situation, to 
create chaos and anarchy in the republic, and to destroy 
Azerbayan’s economy, which is experiencing a crisis 
Terrorist acts, murders of eminent state figures of the 
Azerbaijan Republic, violence against the constitutional 
state structure, and also an attempt at armed rebellion 
have been chosen as means to be used on this bloody 
path. All these dirty deeds constitute encroachment on 
the independence of the Azerbaijan Republic. 


The people of Azerbayan, who were standing on the 
threshold of civil war a year ago, will never allow a 
repetition of these events 


Taking into account the aforementioned and also the 
appeal from state and public organizations and citizens 
to take resolute measures, guided by point 16 of Article 
124-4 of the Consiitution of the Azerbaijan Republic 
and the law of the Azerbaijan Republic, “On the State of 
Emergency.” I decree: 


1. A state of emergency shall be declared 1n the capital of 
the Azerbaijan Republic. the city of Baku. 


2. Under the conditions of the state of emergency. the 
following measures shall be taken: 


a) the establishment of special conditions for entry 
and exit; 


b) reinforcement of guards of buildings in which state 
organs are located and also facilities that provide 
for the vital activity of the city economy. 


c) patrolling everywhere by military servicemen of 
the ministries of defense, internal affairs. and 
national security: 


d) prohibition of meetings. rallies. and demonstra- 
tions, and also other mass measures. 


e) prohibition of strikes. 
f) inspection of means of transportation. 


g) suspension of the activity of political parties. 
public organizations. and mass movements that 
impede normalization of the situation. after appro- 
priate notification, 


h) inspection of citizens’ documents. personal inspec- 
tions if there 1s information that citizens are 
bearing arms, 


i) confiscation from citizens, administrations, and 
enterprises of firearms and bladed weapons, 
ammunition, and toxic and explosive substances. 


j) expulsion from Baku of violators of public order 
who are not residents of the city of Baku: 


k) suspension from work for the period of the state of 
emergency of managers of state institutions, enter- 
prises, and organizations for their improper exe- 
cution of their duties and the appointment of 
others to temporarily perform the duties of the 
aforementioned leaders. 
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1) the establishment of special rules for the use of 
communications. 


m) the establishment of a curfew. 


3. The execution of the second point of the present Edict 
shall be assigned to the commandant of the region of 
the state of emergency 


4. The observance of the state of emergency shall be 
ensured by the forces of the ministries of defense, 
internal affairs. and national security. 


5. The duration of the state of emergency shall be set at 
60 days. 


6. The National Assembly of the Azerbayan Republic 
shall be ordered within 24 hours to approve the 
present Edict and inform the Secretary General of the 
United Nations of the reasons for the introduction of 
the state of emergency. 


_ The present Edict shall take effect at 2000 hours on 3 
October 1994 


[Signed] President of the Azerbaijan Republic Geydar 
Aliyev 


Baku. 3 October 1994 


Opposition Parties Seek Unified Goals 
9S4K0023B Yerevan RESPLUBLIKA ARMENIYA 
in Russian 4 Oct 94 pl 


[Report by Artem Yerkanyan unde: the rubric “Rallies”: 
“NDS on Fridays} 


{[FBIS Translated Text] The NDS [National Democratic 
Union] held its regular Friday rally jointly with the 
National Self-Determination Associatw n [ONS}—the 
Christianocrats. Perhaps it was this circumstance that 
led one of the union leaders to proclaim that the move- 
ment is entering a new phase. probably meaning the 
wished-for consolidation of opposition forces, naming as 
its precondition consultations with other political parties 
initiated not long before that. Despite Azagm: Dashink’s 
sad experience. the NDS does not intend to give up its 
claim to leadership in the opposition movement, 
although there seem to be not enough grounds for it. 
After all. the initiative for consultations came from the 
ARFD [Armenian Revolutionary Federation Dashmak] 
and not from the NDS. 


The program-minimum 1s to unite the opposition on the 
basis of an identical approach to two problems. Artsakh 
and the socioeconomic situation. On the Karabakh issue 
the opposition 1s unanimous on one point: The return of 
the territories is possible only sf Azerbayan recognizes 
the NKR [Nagorno-Karabakh Republic]. As to social 
probiems, the rendition of principles in this sphere 
boiled down to populist slogans such as “Give Us a 
Minimum Wage of $10.” 
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Another attempt at consolidation probably represents a 
response to the right-of-center forces’ statement pub- 
lished 2 month ago. The NDS 1s not inclined to call the 
potential result of the opposition rallying under common 
banners an electoral coalition, just like the parties that 
signed the aforementioned statement do not intend to 
call themselves a political alliance. It 1s. however, rather 
interesting that the document was worked out by repre- 
sentatives of organizations currently participating in the 
consultations (Ramkavars, ONS-Christianocrats). As to 
the absence of Communist Party leaders among the 
consultation participants. this probably 1s the best proof 
of the intention to form a bloc of leftist forces. On the 
other hand. the left (Dashnaktsakans. democrats. and 
Gnchaks) already are engaged in the process of nurturing 
both embryos of future electoral alliances. and anyway. 
the political ambitions of the leaders of some of them 
will hardly let them recognize the Communist Party of 
Armenia as the “leading and guiding 


The route along which. in NDS opinion. the movement 
should be going lies, as before. through the avenues and 
squares. 


Keeping in mind that the ranks of supporters of avenue- 
square movements are thinner now (David Vardanyan 
himself recognized this at the rally). one may assume that 
this route will be quite casy to manipulate. Unless. of 
course. along the way it runs into a dam in the form of a 
serious competitor. which quite possibly may appear on 
the scene closer to the day of the parliamentary elections. 


Privatization Certificate System Viewed 


954K00231 Yerevan RESPUBLIKA ARMENIVA 
in Russian 4 Oct 94 pl 


{Report by M.O. under the rubric “In the Republic of 
Armenia Government”: “Waiting for Our Vouchers” ] 


{[FBIS Translated Text] On 3 October a meeting was held 
in the RA [Republic of Armenia] government. chaired by 
RA State Minister Vagen Chitechvan and devoted to 
questions of implementing the privatization coupons 
system in the republic. Speaking at the meeting. Mr 
Markosyan. head of the coordinating commission's 
working group. reminded the gathering that the subyect 1s 
the free-of-charge distribution among the population of 
privatization certificates, the total value of which com- 
prises 30 percent of the value of property to be priva- 
tized. According to preliminary calculations. the value of 
one voucher will be approximately 10.000 drams. but 
Mr. Markosyan does not rule out the possibility that this 
figure will be revised im the future. The head of the 
working group especially concentrated on the role of 
territorial commissions. which have responsibility for 
successfully implementing population registration and 
distribution of privatization vouchers. Mr. Markosyan 
noted that the main iask of the coordinating commission 
is to conduct the event in an organized way. without 
agitation. and. to the extent possible, without abuses. In 
this connection he emphasized the particular role of the 
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mass media. whica can provide the population with 
exhaustive information on al! issues associated with 
voucher distribution 


As 1s known, privatization certificates will be distribute d 
through Sberbank [Savings Bank] branches. In this con- 
nection. the RA Sberbank chairman, Mr. Mandakuni. 
presented a report at the meeting. Among other organi- 
zational issues he particularly noted the problem of 
delivering certificates to the offices of Sberbank’s 
branches, as well as to villages where the Sberbank docs 
not have offices. Mr. Mandakun: expressed the hope that 
the local authorities will assist the bank in this matter 
Another difficulty involves printing defects that occur in 
voucher manufacturing. and occasionally meidents of 
vouchers coming out with identical numbers. 


Mr. Barsegyan. deputy chief of the state administration 
on refugee affairs. provided explanations on a number of 
problems associated with refugees He said that all 
resettlers from Azerhbayan and (Cietashen, Martushen. 
and Central Asia who have a refugee family member 
card or refugee identification card will recerve vouchers 
Mr. Barsegyan assured that the administration will deal 
promptly with all questions related to refugees that may 
arise in the course of voucher distribution 


Mr. Avetisyan. representative of the RA Ministry of 
Internal Affairs [MVD]. related to the meeting partic:- 
pants this agency $ position regarding the documents on 
the basis of which citizens may receive vouchers. In the 
MVD's opinion, among such documents are first and 
foremost passports of RA citizens. Republic citizens can 
quickly exchange temporary identification documents 
for passports. assured Mr. Avetisyan. 


Having enumerated a number of other organizational 
points, the MVD representative also recalled that cit- 
7ens new passports have a special page for various 
stamps, and that the stamp confirming issuance of the 
certificate should be placed on that page. In old-1ssue 
passports. such stamps will be placed on page 25 or 26. 
which in the past was for the stamp certifying exchange 
of money 


Government Sets Bank Reserve Minimum 


YS4K004841 Yerevan RESPUBLIKA ARMENIYVA 
m Russian 6 Oct 94 pl 


[U'nattributed article: “For Protection of Investors’ 
Interests] 


[FBIS Translated Text] The regular meeting of the board 
was held a couple of days ago under the leadership of the 
chairman of the Central Bank of the Republic of 
Armenia, B. Asatryan. 


According to the report from the information center of 
the Central Bank of the Republic of Armenia, submitted 
to N.T. [expansion not identified], at the meeting they 
discussed the question of making changes and additions 
to the resolution of the board of the Central Bank “On 
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Establishing an Economic Norm for Regulating the 
Activity of Banks of the Republic of Armenia and 
Applying Sanctions in the Event That They Are Vio- 
lated.” Based on the need to protect the interests of the 
depositors, a decision was adopted effective | March 
1995 to set as a Maximum permissible value of the norm 
of the ratio between the amounts invested by citizens in 
drams or foreign exchange and the bank’s interna! funds 
at a ratio of 2:1, and subsequently effective | November 
1995—6:1. and | February—4:1. Participants in the 
meeting approved a new set of instructions for calcu- 
lating economic norms for regulating the activity of 
banks operating in the Republic of Armenia. 


In regard to the next question on the agenda. the Central 
Bank of the Republic of Armenia adopted a decision to 
establish the minimum amount of mandatory foreign 
exchange reserves kept in the Central Bank in the 
amount of 15 percent of the sum in demand accounts 
and current obligations in freely convertible currency 


No New Diphtheria Cases Reported 


954K0048B Yerevan RESPUBLIKA ARMENIYA 
in Russian 6 Oct 94 pl 


[ARMENPRESS report: “The Diphtheria Has 
Abated...”’] 


([FBIS Translated Text] “The diphtheria in Armenia has 
abated.”” announced the chief of the Sanitary- 
Epidemiological Administration of the Republic Ministry of 
Public Health, Manvel Manrikyan. to an ARMENPRESS 
correspondent. “Because of the measures that have been 
taken and the mass inoculations. not a single case of this 
disease has been reported here in more than a month 


“Unfortunately.” he added. “the same thing cannot be said 
about acute intestinal disorders. As we know. in Shen- 
gavitskiy Rayon in Yerevan. as a result of an accident that 
occurred two months ago there has been a mixing of sewage 
and drinking water. And this led to an outbreak of epi- 
demics. particularly among residents of Sevana Street 
During this time about 500 people fell 1/]. among whom 
there were 34 cases of dysentery and eight of salmonelia. 


All possible measures are now being taken to eliminate 
the sources of disease. But the doctors are insistently 
advising people to refrain from drinking untreated 
water. As analyses show, its purity still leaves something 
to be desired. 


New Military Command School in Yerevan 


954K0048C Yerevan RESPUBLIKA ARMENIYVA 
in Russian 6 Oct 94 p I 


{Unattributed report: “Professionals Trained” ] 


[FBIS Translated Text] For the first time in the history of 
Armenia a higher military multiprofile command school 
has been opened in Yerevan. It will train subdivision 
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commanders—motorized intantry. tank, artillery. com- 
munications. air defense. Dorder forces. and also deputy 
leaders of subdivisions for auxilary work In addition to 
military credentials the young people will acquire engs- 
neering specialties. A couple of days ago the first recruit- 
ment of class members «as completed— 250 people were 
accepted after going through a stiff competition 


As an ARMENPRESS correspondent was told Dy the 
head of the school. Major Genera! Sergey Martirosyan 
the traiming institution has experienced professor- 
instructor personnel and modern training and technical 
factlities 


The opening festivities of the school will be held on 22 
October. On the same dav the class members will take 
the military oath 


Emerging Political ‘Blocs’ Viewed 
YS4KO0454 Yerevan VREMY tin Russian 6 Oct 94 p 
[Article by Naira Manucharova “Polstical Solitaire 
‘The Intellect Is Neither Right Nor Left. 7" | 


[FBIS Translated Text] On the threshold of the elections 
there 1s no more popular subject than “blocs” Who is 
with whom and for whom The bloc of “right-wing” 
forces has beer dubbed the “Sia in a rress statement 
Graphically | would depict it this wav ~~ AOD [Armenian 
Pan-National Movement] (1) + 5.” although the signa- 
ture AOD under the announcement guite modestly fol- 
lows the signatures of the Republicans. the Ramkavars 
and the Christian Democrats As we know, this alliance 
includes also the social democratic party Gsnchak and the 
association Intellectual Armenia Of course, the picture 
is simplified advantageously if you take and distribute 
the entire political spectrum into two wings—rght™ 
and “left” The march of the “right” has already been 
heard. and the “left” 1s just about to be plaved. But 1t 1s 
difficult to include the same Soctalist-Gnchaks under 
“right-wing” It 1s also very difficult to call Intellectual 
Armenia “right-wing” Intellect 1s neither right or left It 
either 1s or it 1s not. The Republicans are also confused 
by this terminology. For example. in the question of 
national values they consider themselves conservatives, 
but today the conservatives are the ones who want to 
return the old order. that 1s. the communists, and they 
are clearly “left “ In a word. the confusion ts great and it 
is impossible to get away from the principle of relativity 
even im politics. which prefers its own principles to all 
others and sometimes does not even fit within the 
framework of elementary logic 


Both Republicans and Christian Democrats consider the 
concept of “bloc” to be inappropriate, explaming this by 
the fact that they have un:ted only around a statement 
which contains eight points that belong to the opposi- 
tion. They have united to solve local problems. And it 
will be possible to speak of a bloc only 1m the sense that 
the declaration will be followed by a stage of mutually 
coordinated actions and mutual responssbility 
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All who signed the statement think that against the back- 
ground of achievements in the matter of independence, 
strengthening of Armenian statehood, and the establish- 
ment of the foundations of democracy there are also gaps 
in the form of delays in the process of privatization, 
surmounting of the omnipotence of the bureaucratic appa- 
ratus, bribery, corruption, the absence of priority of the 
law, etc. Additionally, primary attention is being devoted 
to the adoption of the constitution. All these problems will 
have to be solved, in their opinion, in order to “rid the 
people of their troubles."’ The “| + 5” alliance is incredibly 
interesting in terms of its qualitative composition; it is a 
completely incomprehensible hybrid, an association that is 
not based on a common idea or, if you will, an ideological 
foundation. But is that so important? After all, Viadimir 
Illich said that in order to achieve political objectives one 
can have an alliance even with the devil himself. Especially 
with a civilizing “devil,” which the AOD is trying to be 
today. And in fact the ruling party on the threshold of the 
elections exhibited openness and a desire to cooperate. It 
needs these qualities in order to look like a solid political 
force and increase its rating. The party is now undergoing 
processes of self-purification, and this requires fresh blood, 
an influx of fresh forces, and, if possible, not a very sullied 
reputation. But for self-purification, it would seem, it 
would not hurt first to repent: After all, there is undoubt- 
edly something to repent. Who would know this better 
than Ter lusik? 


The tasks facing the forces, which have become accus- 
tomed to the AOD, are not simple. One of them is to 
assimilate and comply with the AOD rules of the game. 
If they succeed there will be a place for them in the future 
parliament. If not, they will end up on the sidelines of 
political life. We will not look far forward: Time will tell 
how compatible the members of this alliance are, the 
more so since both Republicans and Christian Demo- 
crats assert that there are principles from which they will 
not depart under any guise. This is one side, and on the 
other, as it says in the statement, “It is inadmissible to 
create in the country’s domestic political life an insta- 
bility which could become the cause of losing the suc- 
cesses that have been achieved.” 


But who is creating this instability? That is the question. 
It turns out that there are enemies of statehood and they 
simply must be unmasked and destroyed. How is that 
not a noble task? How is that not a way of covering up? 


The “enemies” did not wait long. And here in counter- 
balance to the “right” a “‘left’’ bloc is being created, point 
by point according to the scenario of the AOD. Work is 
already in progress on a draft declaration of the creation 
of a bloc of “left” forces which, as the leader of the 
communists, Sergey Badalyan said, will include the 
Communist Party of Armenia, the Agrarian-Democratic 
Party, the Democratic Party (I have certain doubts about 
the inclusion of the last), and also a number of sociopo- 
litical organizations. The creation of this bloc will most 
likely strengthen the positions of the ruling party and 
lend a cast of nobility to its fight to stay in power, which, 
actually, it is achieving. 


CAUCASUS 107 


And, finally, another considerable factor in political life 
is the joint rallies of the NDS [National Democratic 
Union} and ONS (Kh) [National Self-Determination 
Association (Christians}]), whose objective, in the 
opinion of its organizers, is to create in Armenia a 
normal atmosphere for holding the elections. Now, in 
their words, there is going on a process of testing those 
future relations and compromises which will be neces- 
sary for the creation of coalition cabinets and govern- 
ments of national accord. And the only counterbalance, 
against the background of the complete lack of them in 
the state, is pressure from the people. It will depend on 
the people whether Armenia will take the path followed 
by Third World countries or whether the principles of 
democracy will triumph in our country and the govern- 
ment will be elected by the will of the people. 


It is interesting that not long before entering the square 
the ONS was participating in the development of the 
declaration of the “Six.” It is strange, after all it was for 
political maneuvering that Paruir Airikyan used to 
always criticize Levon Ter-Petrosyan. One more 
nuance—Vazgen Manukyan and Paruyr Ayrikyan are 
people who do not like to play secondary roles. And the 
question: “If not Levon, then who?”—is not as rhetorical 
as it might have been just recently. 


Be all that as it may, the main events lie ahead. The 
juggling of political forces will continue and the most 
improbable combinations could arise. The wait-and-see 
tactic of the Dashnaks have continued more than a 
century. I do not think that those same Ramkavars (or 
perhaps not the same ones but different ones) have 
completely defined themselves. If you look you will see a 
horseman, but not on a white horse but one of a 
completely different kind that is not being taken into 
account today—yjust like the legendary gentleman from 
Gascony. 


AZERBAIJAN 


Export Stimulation Measures Proposed 
954K0027A Baku GUNAY in Russian 5 Oct 94 p 1 


{KHABAR SERVIS report: “Azerbaijan Ministry of 
Economics Proposals’’] 


{Fd8IS Translated Text] The Azerbaijan Ministry of 
Economics has drawn up and submitted to the govern- 
ment for examination a number of proposals aimed at 
stimulating export operations effected for convertible 
hard currency. As reported by the Ministry of Eco- 
nomics, the document proposes that the National Bank, 
as well as structures whose main activity consists of 
conducting export and import operations in the country, 
increase their supervision of conversion of the national 
currency, and that the State Tax Service and Committee 
for Customs Control strengthen the policy of state pro- 
tectionism and other important measures. 
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Azerbaijan Railway Suffers Losses 
954K0027B Baku GUNAY in Russian 5 Oct 94 p 1 


[KHABAR SERVIS report: “Azerbaijan Railway Suffers 
Losses”’] 


{[FBIS Translated Text] “Losses incurred by the Azerbaijan 
Railroad as a result of closing the Chechen portion of the 
North Caucasus Railway amount to $5 million and 2.5 
billion manat,” was reported by Ziya Mamedov, deputy 
director of the Azerbaijan Railroad Administration. 


Talks conducted last week with the directorship of the 
Russian Federation Ministry of Railways yielded no 
results, insofar as the Russian side cannot guarantee the 
stability of shipments along this route or the safety of 
passengers and cargo. It is therefore refusing to reestab- 
lish traffic across Chechnya. 


‘“‘Whereas previously the republic received significant 
profits from transit shipments, over the past two months, 
since the time traffic along the Chechen portion was 
terminated, the physical state of Azerbaijan's railroads 
has severely deteriorated. Due to the lack of funds, we 
will be forced to make personnel cuts, shift to a regime of 
less-than-full work days, and have railroad workers take 
leave without pay,”” Mamedov emphasized. 


Ex-President Mutalibov on Caspian Oil Deal 


954Q0009A Moscow KOMMERSANT-DAILY 
in Russian | Oct 94 p 3 


[Article by former President of Azerbaijan Ayaz Mutal- 
ibov: “Politicians Should Remember That Oil Is A 
Combustible Material’’] 


[FBIS Translated Text] Azerbaijan's oil contract with a 
Western oil consortium continues to stir controversy—not 
only among businessmen but also among politicians. 
Today KOMMERSANT is publishing an article by 
former President of Azerbaijan Ayaz Mutalibov. Some 
may possibly find his approach biased. However, first, any 
viewpoint has a right to existence; and second, Mutalibov 
knows what he is writing about—the idea of the 
“Gyulistan oil contract” was born on his watch. 


For those who follow attentively the situation in the 
Transcaucasus, the oil contract recently signed in Baku 
was not a sensation. Baku’s “secret weapon” had long 
been in the works by those who over the past two-three 
years were brandishing the banner of Azerbaijan’s “inde- 
pendence” and “freedom.” Meanwhile, the situation 
that is beginning to emerge in the Transcaucasus after 
the signing of the “contract of the century” is a cause for 
great concern. Loes this contract hold promise of eco- 
nomic benefit for Azerbaijan? Undoubtedly. 


I will not delve at this point into the economic aspect of the 
contract. I want to ask a question: How will Baku’s oil, and 
not only Baku’s, will get, for instance, to the West? 
Through Russia? Unlikely, since official Baku has long 
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begun to distance itself from Moscow, fearing unpredict- 
able actions toward itself on tts part. It was not able to get 
the Kremlin to settle the Karabakh conflict for it. There- 
fore, of all options known to me for running a pipeline, 
Baku is showing a persistent interest only in running it 
through Turkey. Look at the map, and you will see that the 
pipeline would have to go through the territory of Armenia 
and Georgia, that 1s, in the former case through a state so 
far hostile to Azerbaijan. and in the latter—through a 
territory engulfed in a war. There 1s a concrete time frame 
announced for the pipeline’s construction—54 months. 
That means that the consortium assumes that global 
changes may happen soon in the Transcaucasus whose 
nature so far remains a mystery. 


Until recently, it surprised me that the Azerbayani 
leadership was trying to keep the Russian peacekeeping 
contingent out of the zone of the Karabakh conflict, 
because at stake was establishing a solid truce with a real 
chance for a political solution regarding the status of 
Karabakh. The current cease-fire appeared fragile, 
threatening at any moment to bounce back into a broad 
confrontation. But so far, the cannons are still silent. 
Moreover, the presidents of Azerbaijan and Armenia are 
right now meeting in Moscow without Boris Yeltsin's 
participation (their August meeting—KOMMER- 
SANT). Did the Azerbaijani president inform his col- 
league of the upcoming signing of the “contract of the 
century’? I think so. But this brings new elements into 
the problem of the settling of Karabakh. Here 1s my 
guess: Yerevan and Stepanakert, of course, won the war 
with Azerbaijan. No matter what nuances will be incor- 
porated into the future peace treaty, Karabakh does not 
wish to remain a part of Azerbaijan in the foreseeable 
future. Independence and statehood? If so, a new geo- 
graphic and political twist may develop in the Transcau- 
casus—two Armenian states. This can only be avoided if 
Karabakh unites with Armenia, thus removing the argu- 
ments around Shusha and Lachin. In exchange, Azerba- 
yan could get the so-called “cursed wedge’ —Zangezur, a 
large Armenian rayon separating Nakhichevan from 
Azerbayan. This plan was suggested some time in the 
past by Paul Goble, U.S. State Department's special 
adviser on ethnic issues. | remember that at the time the 
plan got a rather positive reception in the U.S. leader- 
ship, and caused complete elation in Turkey by “‘its 
simplicity and constructive approach.’ Azerbaijan gets 
direct and broad access to Turkish borders, which means 
that the pipeline envisaged by the contract may be built. 
What only yesterday appeared to be the fruit of armchair 
speculations of an American analyst now is becoming a 
tangible reality, which may rearrange the map not only 
of the entire Caucasus, but also of some countries of the 
Near and Middle East. Judge for yourself. Through 
Azerbaijan, Turkey gets open access to the Caspian Sea, 
from where it is easy to reach all the way to Altay. Thus, 
a fault line of tremendous geopolitical tension will be 
formed. It may take an active part in the general settle- 
ment in the Caucasus, by drawing onto itself some of 
ethnic groups that consider themselves slighted by 
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Russia. This will isolate Iran, which will perceive this 
skillful geopolitical game as an encroachment on its 
territorial integrity (it should be noted that there are 25 
million ethnic Azerbaijanis living in Iran— 
KOMMERSANT). Thus, the knot of oil problems may 
quite possibly begin to unwind in a direction quite 
unexpected for many states. 


How may Armenia behave itself in this case? There are 
several possibilities. The first is to stick to the principle 
of impermissibility of recutting the borders in the region, 
looking for opportunities to define a status for Karabakh 
that would be acceptable for both sides and developing 
economic cooperation with neighboring republics on the 
basis of jointly developed political values. The second is 
to accept Paul Goble’s plan in exchange for promises 
Ankara already had given to Yerevan—a sharp expan- 
sion of political and trade cooperation with the West, 
unrestricted use of the Turkish Black Sea and Mediter- 
ranean ports. The oil pipeline from Baku to Turkey may 
then be laid through Armenia, thereby solving the prob- 
lems of its energy supply. The third: If Turkey's growing 
role in the region still causes concerns, the Baku contract 
may be countered by this move—Armenia signing an 
agreement with Baghdad on building a gas pipeline 
through Iranian Azerbaijan and Armenia. The press has 
already reported that Iraq, in its attempts to break the 
trade and economic blockade sanctioned by the United 
Nations, shows an interest in it. The total cost of the 
project is $7 billion, of which $3 billion is being offered 
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by the Gulbekyan Foundation (one of the richest fami- 
lies of former Baku oil tycoons. The foundation's head- 
quarters are in Portugal. The foundation also gained 
notoriety by buying Hermitage treasures through 
Anastas Mikoyan in the 1930's—KOMMERSANT). 


Analysts believe that Armenia may even cooperate with 
the Kurdish rebel movement and help in the forming of 
independent Kurdistan on the territory of Iran, Iraq, and 
Turkey in order to ensure stable deliveries of gas through 
a direct gas pipeline, on one hand, and on the other— 
create a “cordon sanitaire” between Turkey and Turkic- 
speaking CIS republics. 


Now the questions. Will Russia remain impartial in such a 
geopolitical reshuffling, which holds the threat of its losing 
influence in the Caucasus? Are Azerbaijan's future divi- 
dends commensurate with the geopolitical consequences 
that may result from tipping the centuries-long balance of 
inter-state interests of the countries in the region? Even if 
the Caspian region countries delineate the division of the 
shelf, this does not remove the question of potential 
geopolitical changes in the Transcaucasus. They will be 
accompanied by new bloody wars and suffering, which the 
Azerbaijani and Armenian people already have had in 
overabundance. The big international game involving the 
oil contract—perhaps not without some backstage dealing 
with Moscow bureaucrats—may start a fire of Big War in 
the Caucasus. Oil is a very combustible material. 
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